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Mr Churchill’s Return 


HERE cannot. be any doubt of the warmth and 

_ Sincerity of the welcome that the Prime Minister 
received on his dramatic return from an_ historic 
visit. The British people have watched Mr Churchill’s 
progress and listened to his speeches with affectionate 
pride. Future historians will discern a whole crop of 
symbols in this visit and its results; and though the shape 
of the new order of affairs is still vague and nebulous, 
the blindest or most cynical of contemporaries knows 
that he is in the presence of historical events. The Prime 
Minister is the master of those events ; and no leader 
of a war government in British history, not Mr Lloyd 
George nor William Pitt nor Chatham nor even the first 
Churchill himself, was ever quite so sure of his place as 
Mr Winston Churchill. 

But that does not mean that there is not plenty of dis- 
satisfaction, or that it is confined to a malcontent minority. 

There are a lot of serious difficulties to be faced and 
the rump Cabinet (for that is what it is without Mr 
Churchill) has not been making very noticeable progress 
in confronting them. At no time since May 1940 has there 
been so much criticism to be heard on every hand. It is 
not dangerous criticism, in the sense of endangering the 
stability of the Government or impairing the fundamental 
unity of the nation ; it betokens an intensification, rather 


than a slackening, in the will to victory; but it is of a 
breadth and strength such that a wise Prime Minister 
will pay the most careful attention to it. 

The foremost subject of dissatisfaction is, naturally 
enough, the disasters that have overtaken British arms 
in the Far East. It is not that the judicial temper of the 
British people breaks under misfortune and if the 
story were merely one of a bold gamble that failed to 
come off, there would not be so much anger in men’s 
voices as they discussed it. Mr Churchill himself has 
demonstrated that the worst disasters will be patiently 
borne if they are explained with candour. That is just 
what has been missing in this episode. There have been 
the misleading communiqués from Singapore. There 
has been equal disingenuousness in London. There has 
been the shameful treatment of Air Chief Marshal Sir 
Robert Brooke-Popham, who was allowed to slip into 
the réle of a scapegoat because nobody in London had 
the moral courage to reveal that he had been protesting 
for months the inadequacy of the forces that were sent 
him. Mr Menzies has exposed that device, just as he has 
exposed the falsity of the view that it was only the needs 
of the Middle East that prevented proper reinforcements 
being sent to Malaya. “Service chiefs in London,” he 
said, “ took a more modest view of the requirements of air 
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defence in Malaya than those on the spot... . This was 
characteristic of the almost chronic underestimation of 
our enemies in which we had indulged ever since the 
war began.” The Far Eastern milk is now well and truly 
spilt, and there is no use crying over it. But there is 
equally little use pretending that it is only hard luck that 
has lost all but one of the Malay States and is now 
threatening the supremely important nodal point of 
Singapore itself. The public will expect the brutal truth 
from Mr Churchill. 

Another hope that has become an almost universal 
expectation against his return is that he will do something 
to increase the efficiency of the Government machine. 
This is a topic that has been aired so frequently that it 
requires no re-stating. There has, however, been an 
accumulation of fresh evidence. The peculiarly unsatis- 
factory “solution” of the problem of defending aero- 
dromes is an almost perfect example of what happens 
when the word “decision” becomes synonymous with 
“compromise.” The long dispute over who shall be 
supremely responsible for production is another example 
of what happens when the forceful figures are depart- 
mental heads, contestants not commanders. In spit of all 
that the Prime Minister has said against it at one time 
or another, it is difficult not to believe that Mr Lloyd 
George’s version of the War Cabinet was more effective 
than Mr Churchill’s. It is difficult not to believe that 
there are five or six men in public affairs in this country 
who, brought together in a real War Cabinet and given, 
each of them, powers of decision (not of “ co-ordination,” 
that blessed word) over the different fields of the war 
effort, could in short order straighten out some of the 
prevailing muddles, settle the disputes and inspire the 
whole framework of government with some of the energy 
and decisiveness that seem to have been dissipated since 
the summer of 1940. It is reported in some of the organs 
of the press that Mr Churchill, following that magnan- 
imity which is one of his most endearing characteristics, 
will seek to “ protect” his colleagues and refuse to allow 
any of them to be made scapegoats. But this would be 
to misconceive the necessity. Nobody (except perhaps a 
few ambitious politicians out of office) wants heads on a 
charger ; but there is a demand that the best men should 
be put in a position to get on with the job. The Prime 
Minister’s task is therefore twofold. First, to choose the 
best men, some of whom can be found in the Cabinet 
and some outside it. Second, to concentrate authority and 
responsibility, to put an end to compromises, to cease the 
“ co-ordination ” of irreconcilable policies, to make of his 
Government an organ of decision. Without any hostility, 
in no spirit of captious criticism, the Prime Minister is 
being asked to do this by every shade of opinion in the 
country. 


European 


HE agreement signed last week by the Governments 

of Jugoslavia and Greece embodies proposals for co- 
operation closer than any previously envisaged in the 
various schemes for confederation in Eastern Europe. The 
terms of the treaty are more precise than the arrange- 
ments already agreed on between Poland and Czecho- 
slovakia, and they fill in very fully one corner of the 
wide plan of a federated state stretching from the Baltic 
to the Aegean, outlined last November by the representa- 
tives at the International Labour Conference of Jugo- 
slavia, Greece, Czechoslovakia and Poland. The new 
agreement proposes a union in which Greece and Jugo- 
slavia will retain their sovereignty, but will meet together 
for political, economic and military action through 
three joint bodies—a Political, an Economic, and a Mili- 
tary Organ served by a Permanent Bureau. The tasks of 
these organs will be to secure a common foreign policy, 
a common foreign trade policy, together with a common 
pian for national economic policy and a Joint General Staff 
to plan the defences of the union. The two states look on 
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There is a third subject on which public opinion j, 
dissatisfied. Mr Churchill has always held that for pi, 
Government to concern itself with anything not direct} 
necessary for winning the war would be a dissipation of 
its energies, and he has given this as his reason fo; 
refusing to take more than a very much muted interes 
in the general subject which can be stated at its lowest a: 
post-war reconstruction, at its highest as the regeneration 
of democracy. This is Mr Churchill’s blind spot 
Primarily, he is a strategist, a man of arms. Magnificently 
as he has caught the spirit of the British people, he has 
failed to appreciate the military necessity of an inspiring 
political programme. He is the man of 1940; without a 
change of heart on this point, he will be a little les 
than the man of 1942. If nothing else brought conviction, 
it is surely impossible to overlook the lesson of last 
summer, when hundreds of thousands of ordinary British 
men and women, from all parties and from all walks of 
life, showed themselves ready to work just as hard— 
some would say harder—for Soviet Russia as for demo 
cratic Britain. Why? Not—or not solely—because of 
Russia’s magnificent resistance, for other countries, their 
own included, have magnificently resisted. Not out of 
any love for Communism, which they have never’ em- 
braced. The basic lesson to be drawn is that if demo 
cracy is to conquer, it, like the Soviet system, must 
convince its own people, and others too, that it is on the 
march, that it has not finished what it has to say to 
mankind, that it is young and vigorous and awake. To 
create such a feeling would be worth to Mr Churchill— 
now, in 1942—divisions of soldiers and squadrons of 
aircraft. But as things stand, reconstruction has been put 
in charge of a Minister who would not be entrusted with 
anything really important. There is no authority behind 
the handful of committees. Time is wasted in endless 
quarrels over departmental jurisdiction and in elaborate 
studies of what ought to be details. So far from inviting 
the assistance of the people, officials are forbidden to join 
in discussions with gatherings of outside experts. The 
exclusive rights of the Civil Service are asserted, and 
advantage is not even being taken of the talent temporarily 
enrolled in the Service. This is not the way to kindle a 
fire ; it is the way to discourage all those who have fire in 
their hearts. Perhaps the examples of Russia and America 
will have convinced the Prime Minister that, in ideas as 
well as on the field, attack is the only form of defence. 
If he is to be the instrument of leading the British people 
to a new age of greatness he must change the whole tone 
of the Government’s attitude towards the reconstruction 
of democratic society. He should put it in the hands of 
a man forceful and respected enough to drive and insist 
and compel attention. The nation will not cease to retreat 
on foreign fronts until it resumes the advance at home. 


Federations 


their union as the nucleus of a wider federation to which 
other states “ruled by governments freely and legally 
constituted,” will later adhere. 

The two agreements—Polish-Czech or Jugoslav-Greek 
——represent a notable step forward in the process of con- 
solidating the fluid national structures and anarchic politi- 
cal and economic conditions to the east of Germany. It 
should not be thought that these states had no political 
obstacles to overcome, and no hatchets to bury in making 
their gesture to the future. One of the stupider incidents 
of the inter-war years was the lasting hostility between 
Poles and Czechs. The Jugoslavs and the Greeks were 
divided over the question of Macedonia. Any agree 
ment that reduces the amount of racial friction in Europe 
is by that fact alone a contribution to the building 
of a peaceful post-war system. A welcome sign that the 
drafters of the treaty have taken a realist approach can 
be seen in the provision that a joint commission shall 
established to co-ordinate efforts towards “a reciproca 
rapprochement of public opinion” in the two states. In 
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, too, the awe are much more a — 
vincing than the fleeting arrangements esta 
a Oe Balkan and Little Ententes, both of them 
ominous examples of the fragility of political frameworks 
to which no element of decision, power, or economic 
substance has been given. 

The two treaties are therefore beyond question to be 
welcomed, but chiefly as an earnest of more that is to 
come. In their present form, it may be doubted whether 
they go far enough to fulfil the purpose for which they 
are designed. The motive behind the creation of an inde- 

t federated bloc from Baltic to Aegean, either in, 
one or two different confederations, is fundamentally a 
scurity motive. The national states have seen that their 
divisions, their squabblings, their economic and military 
weakness, have made them the easy prey of a neighbour- 
ing Great Power. They are looking round for means to 
ent the menace recurring. Very naturally, it is a 
defensive spirit that breathes through the recent treaty, 
with its “consultation at all times when vital exterior 
interests of the Union should be menaced,” or its armed 
forces with a mission “to defend the European frontiers 
of the states of the Union.” The problem is, given this 
defensive purposes, do the arrangements outlined go far 
enough? It is clear that they do not. 

In the military sphere separate staffs are to continue 
with a representative over-all General Staff. This division 
must remain a source of weakness, for however well co- 
ordinated in strategy and armaments, the armed forces and 
the commands remain separate. At a crisis, it should be 
possible to secure a single supreme commander, but he 
would then be faced with problems of co-ordination, while 
his unified, hard-hitting opponent had already taken the 
feld. If the Eastern bloc is to operate as an effective 
amed Power, it needs a single army, not merely the 
xcasional and partial co-ordination of separate national 
armies. 

Even so, it is doubtful whether, on a basis of national 
economics that are to be no more than co-ordinated, such 
abloc would possess the industrial potential necessary in 
total war. This economic weakness would be equally 
operative in time of peace when the goal of economic 
plicy is higher living standards. Some areas—Russia, 
for example—have natural resources rich and diversified 
enough to enable them to raise themselves by their own 
wot-straps. But the complete pooling of the industrial and 
mineral resources of the whole area from Poland to Greece 
would be required to support the heavy industry of a 
Great Power—and even then a very substantial and ex- 
tnded plan of development, imposing sacrifices on the 
omsuming public in Five-Year Plan style, would be neces- 
uty. But though the Jugoslav-Greek treaty speaks of the 
taboration of a common economic plan, there is clearly no 
tention of pooling wealth unconditionally. 

In the political sphere, what can be done in a limited 
‘olution of this type to solve the weary old problem of 
Hungary and Bulgaria? Will they feel any loyalty to the 
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confederation which establishes the predominance of the 
states with which they have so recently and so selfishly 
been at war? Again, is it not obvious that the creation 
of a loose confederation of a strongly defensive type on 
Germany’s eastern frontier may well rouse all the worst 
instincts of a future Germany, which may again combine 
a feeling of “humiliation” at encirclement with the 
certainty of being able to knock the encirclers out? So 
long as national states have their own Foreign Ministries, 
some of them will tend to have, from time to time, ambi- 
tious, wrong-headed, appeasing, timid Foreign Ministers 
and divergent foreign policies. An effective federation must 
have not merely a common army and a common 
industry, but a common foreign policy, decided by 
majority vote. 

To write in this way is not to criticise the search for 
security, nor to despise the promise of better things that 
comes from the federal movement. It is simply to suggest 
that a weak federation will be a snare and a delusion, and 
that very much more needs to be done before the pro- 
posed federations can be regarded as strong. It is part of 
the new realism in international affairs to realise that 
diplomacy, like war, is a game of power, and that any 
weakness anywhere is a standing temptation. The interest 
of the Great Powers in Central European and Balkan 
federation is to create an area of strength rather than of 
weakness, and they will be well-advised to stand firm on 
the point that the degree of assistance and support they will 
give will be directly proportionate to the inherent strength 
of the federation. The Great Powers will have the right to 
insist, for their help will be needed. Politically, even a 
strong unitary bloc reaching from Warsaw to Athens 
would still seek diplomatic and military support from the 
Great Powers. Economically, its progress might well 
depend on the extent to which Lend-Lease principles are 
continued into the post-war period. America and Britain 
would certainly, Russia would probably, have no interest 
in being committed to a structure that was not internally 
strong. This is, of course, to pose to the statesmen of 
Eastern and South-Eastern Europe a problem of infinite 
difficulty. But the difficulties are not overcome by ignoring 
their existence. An alliance, even a permanent alliance, 
between weak sovereign states is not a strong and viable 
Great Power. 

Nor is the creation of a new Great Power the end of 
wisdom and policy. It is perhaps a pre-requisite to any 
stable organisation of Europe that all should meet on 
approximately equal terms of power, and that there should 
be no tempting little morsels to attract the aggressor and 
obstruct the defenders of peace. But merely to even up 
the strength of the contending sovereignties does not by 
itself go very far towards solving the problem of peace. 
Any designs for Eastern Europe and the Balkans, any 
designs for Germany—indeed, any designs for the British 
Isles themselves—must be so drawn up that they will 
eventually fit into place in what the Atlantic Charter called 
“a wider and permanent system of general security.” 





LIFE ASSURANCE SOCIETY 


Established 1844 


WARSHIP WEEKS 


®@ A contribution of {£500 to any Warship Week 
can be simply achieved by means of a monthly 
payment of approximately Three Guineas. 


@ This £500 in 3% Savings Bonds will be traus- 
ferred to the Investor or his representatives at the 
end of 13 years or on previous death. 


20, LINCOLN’S INN FIELDS, LONDON, W.C.2. 
City Office: 30, COLEMAN STREET, E.C.2 


Telephone: HOLborn 7612 





go THE ECONOMIST 


January 24, 1942 


The House of Commons 


NEW House of Commons is being planned to 

rep.ace the old bombed Chamber, and a mucn abler 
Commons than the present will be needed to fill it 
worthily. Most people now agree that the mediocrity of 
the Parliaments of the thirties played no small part in 
bringing about the perils of the eariy forties. An article 
which appeared in The Economist last August on the 
poor quality of Members of Parliament, and its causes, 
aroused a remarkable response, almost unanimously in 
agreement. Plainly, there is something wrong. 

To say that the present House of Commons is unrepre- 
sentative may mean one of two things. It may mean that 
the numerical balance of the parties does not reflect the 
division of opinion in the electorate. That may well be 
true, since the present House was elected on what the 
Prime Minister of the day has since confessed to have 
been a falsified issue ; but its truth could only be estab- 
lished by a General Election. In the other meaning of the 
word, the House is almost certainly unrepresentative. 
The great men of the country, the leaders of the different 
walks of life, are not, as in Victorian days, to be found on 
its benches. Some of them, indeed, are there, but more of 
the leaders of British life are not. The members of the 
House, in their personal capacities and irrespective of 
party, are not adequately representative of the best in the 
peopie. The MP does not get a tithe of the respect he 
used .to get. The most successful Ministers of wartime 
have, by and large, been found outside Parliament. To 
find a remedy for this fatty degeneration of the Commons 
is vitally important. 

There is no lack of advertised cures. Broadly, the 
would-be doctors fall into three classes: the defeatists, 
the “ gadgeteers”” ; and those who, like The Economist, 
hold that the simple solution is to make politics a caritére 
ouverte aux talents. The defeatists are like the Chinaman 
who burned down his house in order to roast his pig, or 
like that other well-known figure, by tradition a German, 
who threw away the baby with the bath water. They 
would cure the ills of Parliamentary government by bleed- 
ing Parliament of its rights and responsibilities. They 
would take government “out of politics,” as the saying 
is, by looking for Ministers, as a permanent practice, any- 
where but among politicians. They would pay the merest 
lip-service to the.“ talking shop ” by finding safe Parlia- 
mentary seats for their choices. As “ practical men” they 
demand “ business men’s government” ; they forget that 
there never have been clearer examples of business men’s 
governments than those set up by the Parliaments of 1931 
and 1935. There is always room for Ministers with special 
talents or experience who are not normally in politics ; but 
their membership of Parliament must be as real as their 
responsibility to Parliament. A constitution in which the 
Executive is separated from the Legislature is subject, at 
best, to deadlock, as so often in the United States, at 
worst, to dictatorship. The peculiar virtue of the English 
constitution is that it is at once vigorous and supple, 
strong and responsible. This arises from the close and 
subtle relationship between Cabinet and House of Com- 
mons, whereby each is in part responsible to the other, 
and in part its master. This basic principle could be 
infringed only at the greatest risk. 

These “ practical” men would do well to read, or re- 
read, Mr. Churchill’s recent speech to the United States 
Congress. The Prime Minister made it plain that, first 
and last, he is a Member of Parliament. A lifetime at 
Westminster has made Mr. Churchill what he is; to 
Parliament he is responsible ; and upon Parliament he 
depends. The Parliamentary system is no ideal system. 
It is not suited to every country; but it has become 
English by experience and by growth. The remedy for its 
decline is not to make Parliament weak, but to make its 
membership strong. It is the rehabilitation of Parlia- 
mentarians, rather than the reform of Parliament, that is 





wanted, so that their “talk” may be informed ang 
pertinent again, and their choice of men and measury 
shrewd. 

The “gadgeteers,” with their fancy solutions, are jug 
as far astray. here are, for examp.e, the earnest adyo. 
cates of “ proportional representation.” In practice this 
would almost certainly weaken both Government anj 
Parliament ; the parties would be multiplied into fluid 
factions ; and the saitung party groups wouid risk being 
matched by equally shifty politicians. There are the adyo. 
cates, too, of what is cailed “ functional representation,” 
in piace of the present representation by geographical 
constituencies. ‘Lhis would mereiy make bodies Like the 
Federauon of British Industries and the ‘lrades Union 
Congress even stronger in the defence of their vesied 
interests than they are at present. lt 1s largely because s9 
many Members are no more than mouthpieces for outside 
interests that Paruament is so poor. ‘Lhere are also those 
who say tat represeniative insutuuons would be pertect if 
omly there were no parues—and wao forget that, it there 
were omy one party, either the divergences of view would 
be transierred to its internal machinery, or else ihe party 
leader wouid become an irresponsible dictator. 

Neither tne Faruamentary system nor party politics js 
responsioie tor We present slaie of allairs. ine existence 
ol two Or Laree CoMesive parues, no Lewer and no more, is 
essenual tor strong, staoie and popuiar goverament. ‘Lhey 
are needed to traime poucies and to organise support ; to 
pul the issues of government before the e.eciors, Lor taeir 
decision ; and, according to tae electors’ Choice, to govern 
or LO Oppose. At is Whe present parties, not te partly system, 
that are at taut. it 1s tei cnoice, or rather tne cnoice of 
their caucuses, that enrois the teeble and the old. It is 
the party organisers, not the Parliamentary system, who 
pick third-rate men of ample means or long service to 
musrepresent the e.ectoraie. it is true that aemocracy, if 
it is tO survive, requires strong government, and that 
strong government umplies party Giscipune. ine duty of 
Memoers is to support the leaders taey have chosen in 
policies they have approved. But it is carrying the argu- 
ment for party discipune enurely too far when the party 
machines make a ruover stamp out of hack politicians and 
call it popular and representalive government. 

The remedy is simply to find ways and means of im- 
proving the quality otf Members. ‘Lhe task is to bring 
into Variiament the “ representative’? men who lead by 
their virtues in other walks of life—whére those walks 
themselves have not become blocked by the same weeds 
of money, snobbery and seniority that are strangling Parlia- 
ment. ‘lhe reasons why these men do not go into Parlia- 
ment need no research or argument ; they are well known. 
It is too hard for them to pass through the cye of the 
party needle ; either they must buy their seats, or they 
must serve a lifetime in a trade union. Even when they 
are in, the Parliamentary career is unattractive to able 
men ; either they work blindly at dull routine to put 
their hours of service, or they make no progress towards 
office ; and the financial rewards of full-time service are 
no compensation for the time they waste and the outside 
earnings they sacrifice. 

There is a double need: to tuake the best men of the 
community, in every walk of life, want to be Members 
of Parliament ; and to make it possible for them to be 
elected. The second half of the task is perhaps the easi¢t, 
because the way has long ago been shown by the law and 
practice of elections. The State already pays some of the 
candidate’s eiection costs, and the iaw already limits what 
he can spend out of his own pocket. The logical course 
would be to pursue both policies until they meet in the 
middle ; for the State to pay all necessary expenses, a0 
for the law to prohibit a candidate from spending a penny 
of his own. This would, of course, require a ughtening 
up of the provisions against freak candidates. But this 
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would not present very great difficulties; it could be 
achieved by requiring every candidate to be nominated 
by a tenth of the electors. 

The other half of the task is more complex. The 
financial objection to a political career could be got over 
by increasing the standard salary, and possibly making an 
allowance for expenses. But it is not every Member who 
is, or should be, dependent on his salary for his living. 
The great advantage of the House of Commons has always 
been that it combined a nucleus of full-time politicians 
with men who were leaders in other walks of life, and it 
would be ruinous to turn it into a purely professional 
assembly. The solution would seem to be to pay according 
to attendance at meetings either of the House or of its 
committees. The professional could then make a living, 
and the part-timer could combine two professions with- 
out subsidising either one by the other. 

Even so, however, the able and busy man will not try 
to enter the House unless the work he would find to do 
there were interesting. At present it consumes a great deal 
of time, but most of it is deadly dull. The Select Com- 
mittee on National Expenditure, and its sub-committees, 
provide an example of a way in which members could use 
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their special knowledge, acquire experience of administra- 
tion, and influence policy, without interfering with the 
Cabinet’s responsibility. If every Member were appointed 
to at least one such Committee, and as many more as he 
could find time and inclination to attend, the work of a 
Member of Parliament would compete in interest and in 
opportunity for service with that of any other profession. 

These suggestions are not, of course, a code of Parlia- 
mentary reform. They are intended only to illustrate the 
thesis that an effort must be made to raise the personal 
calibre of Parliament if democratic government is to be 
reinvigorated. It is not the English Constitution that has 
been found wanting in the last ten or twenty years. The 
blame belongs to Englishmen who have taken no proper 
pride in their own English institutions, and have left 
Parliament to the jobbers and the hacks. This war has 
been dramatised as a struggle between democratic and 
totalitarian systems ; and it is as important for England 
now, as it was for the United States eighty years 
ago, that “this nation, under God, shall have a new 
birth of freedom.” And this will not be until both the 
best men and the best Ministers are to be found in 
Parliament. 


The Book Case 


T HE supportgrs of the claim of the book trade for more 
paper are like Midshipman Easy: they display too 
much zeal. Undoubtedly, they have a good case. In peace- 
time, the problem of publishers is to sell books ; now it 
is to produce books at all. It is easy to understand the 
bewilderment of the publisher who, having conscientiously 
served the community for many years, as middleman for 
genius and handmaiden of progress, now finds himself 
subject to restrictions which cut his business down to a 
minimum. Printing and publishing have suffered severely 
since the war started from the shortage of paper and skilled 
labour, and from the requisitioning or bombing of print- 
ing and bookbinding works. The claim that the book 
trade is “an integral part of the mental and spiritual life 
of the nation” is incontestable—if for “ the book trade ” 
is read simply “ books.” Where the spokesmen of the 
trade err, publishers and authors, is in alleging that the 
wartime restrictions under which they labour are merely 
due to a Philistinism which despises books ; their cause 
is not helped but hindered by acrimonious attacks on “ the 
average Englishman’s distrust of the intellect.” 

It is on these economic grounds that the latest claims for 
allocating scarce supplies of labour, plant, materials and 
fuel between various claimants ; and, in that sense, simply 
because these resources are scarce, the book trade is “just 
another industry.” Its spokesmen can claim, probably with 
good reason, that its requirements are not set high enough 
on the list of national priorities. They are entitled to sug- 
gest in addition, like the spokesmen of any other industry, 
that the economic decisions taken by the authorities may 
be mistaken. But they must nevertheless realise that more 
paper, more workmen, more machinery, or more petrol 
for books must mean less of these, or less shipping space, 
for other things. They should not ignore the hard fact that, 
in wartime, a course which is admittedly undesirable may 
still be inevitable. 

It is on these economic grounds that the latest claims for 
a larger allocation of paper, the reservation of specialised 
labour, and an extra petrol ration for the delivery of books 
must be examined. Book publishers heartily dislike being 
compared with the producers of other commodities ; but 
the comparison is a matter of fact, not of argument. Like 
other producers, they are suffering from the restrictions 
which wartime necessity imposes. The only question is 
whether they have a better case for relief, in terms of 
the supplies available, than their comrades in distress. 
Unfortunately, every commodity they use is one of which 
the nation finds itself particularly short. For instance, Mr. 
Stanley Unwin, who tends to speak for the trade, is asking 
for an extra 2,000 tons of paper a quarter ; and he says 


that “ even this small tonnage could be manufactured from 
home-produced material, so that no question of shipping 
space is involved.” But it must be obvious that the only 
way of giving more paper to the book trade is to redistri- 
bute the present allocations of paper between all the 
various users of paper. Rightly, Mr Unwin may claim 
that the use of paper by Government departments is less 
desirable than the use of paper for books ; that does not 
make it any less necessary. If an extra 2,000 tons of home- 
produced paper is to go to the book trade, either 2,000 
tons must be deducted from the rations of other users or 
another 2,000 tons must be imported It is a question of 
simple arithmetic. and not primarily of cultural values. 
Books compete in their demand for paper, not only with 
Government departments, business houses, and with the 
newspaper and periodical press, but also with the war 
industries. Paper is used for charge cases and other muni- 
tions, and for food containers ; and, although none of the 
“‘ munitional ” uses has the powerful claim, in the context 
of civilised society, that books have, most of them must 
unfortunately have a better claim in wartime. 

There is one peculiar fact about books which tends to 
be overlooked in these discussions. Mr Unwin himself 
recently admitted it in his “complaint” that people in 
this country beg, borrow or steal books, but do not buy 
them. Actually, it is a very fortunate thing that books 
have this capacity to be “consumed” by many more 
than one consumer. They are durable goods as well as 
consumption goods. One copy of a book read by ten 
different readers is equivalent to the production of ten 
copies of the same book if each copy is only read by one 
person; and one obvious easement Of the present 
stringency would be to adopt every possible means of 
increasing what might be called “ the velocity of circula- 
tion ” of books. For each existing book to be read by more 
people may be only an interim and unsatisfactory solution : 
but it isa solution of the cultural and educational difficulty 
to which the authors and publishers themselves so 
earnestly draw attention. It would be only logical if those 
who base their arguments so strongly on the unique posi- 
tion of books in the life of the community were to adopt 
the slogan “ Don’t buy books, borrow them.” 

It is at this point, however, that the fact emerges that 
it is not so much a case for books that is being made as a 
case for the book trade. The publishers are, among busi- 
ness men, high-minded and conscientious peovle ; but 
they are not in the business for their health. They must 
sell their wares—which is an additional reason for treating 
this question on strictly economic, rather than more 
abstruse, lines. And when all has been said about the 
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disingenuous way in which the case for more books has 
been put before the public, it is still probable that the 
core of the case itself is sound. Its spokesmen make three 
points in particular. First, they say that wartime condi- 
tions have increased the demand for books, just as it has 
done for tobacco and alcoholic liquor—in both of which 
cases the extra demand has been very largely satisfied. 
Secondly, they say that, because of this increased demand 
and the diminished supply, there is an actual shortage of 
books. Thirdly, they say, quoting the present Minister 
of Information, that “ books are our best export.” At the 
least, these are plain reasons why every request for relief 
by the book trade should be examined carefully and sym- 
pathetically—bearing in mind always, however, that it 
may be physically impossible to do anything about even 
the most justifiable requests. To take only one or two 
examples: the fact that over 400 volumes of the 970 in 
the Everyman’s Library—which Mr. Priestley declares has 
probably done more for education than some universities 
—cannot be supplied is unfortunate, though it does not 
prove that extra paper and extra labour could be found 
for their reprinting ; it is also unfortunate that many of 
the set books for school examinations are not obtainable, 
though this again does not prove that close co-operation 
between examiners and publishers could not ease the 
stringency somewhat. 

In a number of ways the book trade could probably 
strengthen its case and its position at one and the same 
time by more energetic measures of self-help. Publishers 
are asking the Government to discriminate in the distribu- 
tion of paper between its different users ; and they might 
possibly do more discriminating themselves in the alloca- 
tion of their ration. The table opposite shows the decline 
which has taken place in different categories of books 
published since 1937. But the numbers given in this table 
are not numbers of books but numbers of “ titles ” ; they 
give no indication of the way in which paper, in fact, is 
being distributed between one kind of publication and 
another. Obviously one “title” under the heading “ fic- 
tion ” will consume vastly more paper than one title under 
the heading “ translations ” or “ editions de luxe.” In actual 
fact, such discrimination as has been exercised in the 
book trade since the outbreak of the war has been in 
favour of fiction and against educational books. Until 
publishers have reduced the more ephemeral and less 
worthy of their wares to an irreducible minimum, their 
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Malaya: No Change 


Although General McArthur’s forces are effectively 
resisting renewed Japanese attacks on their lines in Luzon 
and the situation in Borneo and the Celebes has deteriorated, 
the real centre of the battle is still Malaya, and here, with 
Japanese armies encroaching daily upon the outer defences 
of Singapore, the crisis has come. The fighting is develop- 
ing Ominously along the west coast of the state of Johore, 
where the British are beginning to pay for their folly in 
abandoning Penang inadequately “scorched ” to the enemy. 
Japanese guerillas, taking advantage of the shallow waters 
and swampy coastline, and-using their own barges and a 
number of light craft taken from the harbours of Penang, 
are landing by night and establishing pockets of activity 
behind the main British line. If this infiltration should 
develop unchecked, the position in the centre of the British 
line round Gemas would be rendered untenable and the 
Japanese already claim the cutting off of British forces 
behind Maur. Such a setback would be doubly disastrous, 
for the Australian forces’ resistance at Gemas and Maur 
has been singularly successful—in contrast to thé long 
chronicle of unmitigated defeat. With the ring closing in 
on Singapore, the British defences must presumably be 
improving. The lines of communication are being reduced 
to almost nil and reinforcements—in men and materials— 
have been promised ; yet it is doubtful whether much of the 
mainland can be saved. The question is now whether 
Singapore is a Hongkong or a Tobruk. Meanwhile to the 
north the Japanese, aided by Siamese forces, have launched 
new attacks across the Burmese frontiers. Tavoy, a port 
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1937 1938 1939 1940 194) 
Total books published 17,137 16,219 14,904 11,053 7,58) 


New Editions and re- 


ca 6 eaia ss ss 5,810 5,307 44953 3530 2.396 
Translations......... 434 365 305 168 131 
Editions de luxe ..... * 71 117 38 32 38 
NT 6:5 a's 5 oa 789 855 089 444 356 
Educational ........ 1,337 1,341 1,350 658 340 
Essays & belles-lettres 462 563 298 252 112 
IR a deg ree Ka alae 5,097 4,687 4,222 ,7T91L 2342 
Poetry and Drama .. 569 929 93 510 286 
Politics, Political Eco- 

nomy and Questions 

of the day ........ 633 685 (4 5] 556 

Sources: Whitaker's Cumulative Book List and Ihe Bookselle; 


claim for more preferential treatment by the Government 
is to that extent weakened. Having done this, they could 
with more justification point out that the hungry sheep 
look up and are not fed. At present, there are complaints 
from the trade about certain new restrictions, involving 
severe limitations of the size of type and margins and 
weight of paper, “ which will sadly limit the prestige of 
British books abroad.” No one will deny that the debase- 
ment of book production and fine printing is a pity from 
almost every point of view, but, in wartime, ali luxuries 
must go. The art of producing fine books will not atrophy 
with non-use. 

Nor, indeed, will the art of writing. It has already been 
pointed out in this article that the peculiarity of books js 
that they last. Too often the trade’s case for more books 
turns out to be an argument for more new books. Now 
is surely the time for the nation to live primarily upon its 
capital stock of books, upon its classics and its libraries ; 
and it is with the request for more paper to make up 
destroyed supplies of these that most sympathy must be 
felt. In the case of new books, the demand is most cogent 
when it is for export; and even then it can only carry 
weight if it is the Government’s view that such exports 
are necessary for the prosecution of the war effort. War is 
hard times ; books can and do make the bleak house less 
bleak. Every support should be given to every reasonable 
demand of the book trade which can be physically satisfied: 
no support at all can be given to special pleading which 
confuses the issue. With discrimination in their arguments, 
the publishers may win a great measure of support and 
some success ; without discrimination, they merely stand 
in their own light. 


THE WEEK 


on the Indian Ocean at the mouth of the Tavoy river, 
has fallen and Siamese troops are active further north 
at Myawaddi, about 150 miles due easi of Rangoon. Burma 
has been reinforced, it is true, but the treachery of U Saw 
cannot but give rise to uncomfortable questionings about 
the reliability of the administration and of the population 


The trouble is not that the people generally prefer Japanese ° 


to British overlordship ; it is that nothing has been done t0 
weld them into any-community of interests with the British 
raj. 


* - * 


The Fall of Mozhaisk 


The German rearguard action at Mozhaisk is at aD 
end. On January 19th the Russians completed the recapture 
of the town and the Germans are withdrawing towards 
Vyazma on the road to Smolensk. The crucial stage in the 
winter campaign is likely to open now. The resistance at 
Mozhaisk was clearly a delaying action to enable the Ger- 
mans to consolidate defensive positions further west, pre- 
sumably in front of Smolensk. Now the Russians have 
secured the outposts and their assault on the main line must 
begin. There is news of great activity the length of the front 
from the Valdai Hills to Kharkov ; heavy artillery is being 
brought up and it may be that the Russians are planning 
their first offensive on a grand scale. Some observers claim 
that with the fall of Mozhaisk Hitler’s “ winter line” 3s 
already pierced. But since no one has any exact information 
on the whereabouts of this winter line, or indeed about 15 
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nature, depth and extent, it is safer to assume that “ the 
road to Smolensk” is no more open than was “the road 
to Moscow ” in July and that the Russians have weeks of 
tough fighting ahead. The climax of the Russian winter is 
approaching with frosts below 50 degrees night after night. 
The Germans are making no secret of ‘the appalling sutffer- 
ings of the men at the front, and Russian successes are being 
ysed—it is impossible to say with what effect—to spur the 
German people on to greater effort and greater sacrifice, 
For an almost brutal frankness in reporting hardships and 
dangers, the German official reports are unique of their 
kind—a fact that is oddly at variance with the current belief 
in the German people’s inability to face reverses. The 
explanation lies, perhaps, in the Sturm und Drang atmos- 
phere of the whole Nazi experiment. The men on whom 
Hitler relies to sustain morale at the front and to discipline 
civilian morale at home have been trained in a tough school. 
They are ideologically prepared in a way in which only 
the Bolsheviks were towards the end of the last war. It is 
an interesting sidelight on their mentality that the Russians 
are reported to be making very little use of prisoners for 
political indoctrination. Eight years of totalitarianism have 
produced the fanatic on the one hand and the intellectually 
numbed on the other. The former type shepherds and 
bullies the latter—it may be even through the inferno of a 
Russian winter 


Hitler’s Generals 


The death of Fiela Marshal von Reichenau—from a 
suoke while returning from the front—must be a serious 
embarrassment to Hitler, coming as it does so soon after 
the dismissal of von Brauchitsch and the resulting shake- 
up in the German High Command. It is reported that von 
Reichenau was on his way back to Berlin to take over 
supreme command under Hitler. He was one of the first 
generals in the pre-Hitler Reichswehr to see the possibili- 
ties in the Nazi movement, and since his adherence to the 
Nazi cause his career has been one of steady advancement. 
He fought brilliantly in Poland and Flanders and was re- 
sponsible for the capture of Kiev, Poltava and Kharkov. 
It is thus extremely unlikely that his recall was connected 
with dismissal or disgrace. Since von Brauchitsch went, all 
the chief commands in Russia have been in a somewhat 
fluid state. Von Leeb in the Leningrad sector is safe, for 
he has his entrenched positions and is fighting a defensive 
campaign. But von Bock is reported sick after failing before 
Moscow; von Rundstedt failed before Rostov, and 
Guderian, the tank expert, has “congestion of the lungs.” 
If von Reichenau was intended for supreme command under 
Hitler, who will the Fiihrer fall back on now? It 
is against this background of military failure and 
dismissal that the general’s fit of apoplexy must be 
tead rather than in a Phillips Oppenheim atmosphere 
of murder, suicide and fierce internecine feuds. The whole 
conception of an Army and a Party divided against each 
other is unlikely in the light of Germany’s recent history. 
Hitler has destroyed the hegemony of the German Army 
4s completely as he has destroyed the old hegemony of 
the Prussian State. After the extreme Gleichschaltung of the 
ast eight years, Army and Party stand and fall together. 
If inspired reports, probably of Axis provenance, endeavour 
to give the illusion of division, it is for reasons best known 
‘0 Goebbels himself. The only important division to which 
the reports are relevant is a division in Allied opinion over 
the question of “ peace with the generals.” 


Westminster Calling 


Not unnaturally, Mr Churchill found when he was 
away that the people of the United States and Canada 
would welcome the chance to hear his most important 
speeches to the House of Commons. Too often the Prime 
“uinister is set the wearisome task of broadcasting in the 
‘vening a speech he has delivered earlier in the day in 
arliament. He proposed on Tuesday that, in certain cases, 
4 record should be made of the earlier version, which could 
then be broadcast at home and overseas at the most appro- 
Priate hours. His suggestion was that a start should be made, 
ally, with his statement in the three-days debate 

€ war situation ; and he made it plain that it would 
be for the House to decide, separately in every instance, 
oe record should be made and how it should be 

. € mechanical advantages of this proposal are so 
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large and so obvious that the Press and the public were 
somewhat surprised when, in deference to Parliament’s 


doubt about it, Mr Churchill withdrew his motion. 
But the peculiar privileges of Parliament and _ the 
rights of Parliamentary minorities are the pediments 


of the arch which, as he has only recently admitted, is 
the main support of Mr Churchill himself. The main 
objection of Members was that, by this procedure, too much 
weight would be given to the views of the Government and 
too little to those of its critics—as tends to happen already, 
for lack of space or time, in the Press and on the wireless. 
This objection applies especially to the forthcoming war 
debate, which will be, and should be, a highly critical and 
controversial occasion. Parliament is, first and foremost, a 
debating chamber, not a rostrum; the Government’s 
responsibility to the people is to their representatives in 
Parliament. Mr Churchill himself admitted that broad- 
casting would not be appropriate “during a period of 
party government ”; and it must be admitted that, although 
Mr Churchill now leads a National Government with 
national backing, the stuff of Parliament is still the ques- 
tioning, the criticism, the free debate and unfettered argu- 
ment of party days. 


+ * * 


Indian Front Line 


It is Mr Churchill’s view, voiced on his return to the 
House of Commons, that “the raising of far-reaching 
Indian constitutional issues at a time when the enemy was 
near the gates of India” would be disadvantageous. Un- 
doubtedly, this is no time for reconstruction or experiments 
—though it is perhaps unfortunate that the Prime Minister’s 
first and eagerly awaited statement on the Indian problem 
should have had to be a non possumus. On the other hand, 
the “far-reaching issues ” are already raised ; there are no 
sleeping dogs to let lie. It was a moderate member of 
Congress, Mr Rajagopalachariar, reputedly the unsuccessful 
advocate of participation in wartime government by coali- 
tions at the recent meeting of the Working Committee, who 
said a week ago: — 

Declare India and Burma free and the battle line will be 
there automatically. If Britain must keep India and Burma 
as dependencies, then a price must be paid, namely peace at 
any price with Japan. 


In Burma, U Saw, the ex-Prime Minister, who was arrested 
last week, apparently carried this attitude to its logical 
extreme—and beyond. When he was refused Dominion 
Status in London, he turned to Tokyo. It would be scare- 
mongering to suggest that Indian Nationalism is also on the 
point of becoming a fifth column ; Congress itself has only 
recently spoken strongly against Japanese aggression. It 
would be irresponsible, too, to pretend that India or Burma 
could be declared “free” at this moment, in any sense that 
would satisfy the Nationalist politicians. But there is food 
for more than thought in Mr Rajagopalachariar’s further 
remark that “there is no alternative for wise statesmanship 
and correct strategy but to make the people of the land 
responsible for their own defence.” In Malaya a grave 
omission was the exclusion of the Malays and Chinese from 
responsibility for the safety of the community ; and there 
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are signs of the same trouble in Burma. In India, it is true, 
a great army has been raised, and Indian troops have fought 
magnificently in two continents. But it is upon their exclu- 
sion from political responsibility that the Indian politicians 
have taken their stand. It may be argued that, to a point, 
they have chosen to be excluded ; but it is precisely because 
the enemy is near the gates of India that no effort should 
be spared to find a way out of the deadlock. 


* * * 


Self-Determination 


In more places than India, the entry of Japan and 
America into the war has had a double and opposed effect. 
On the one hand, it has increased solidarity and the support 
for the war ; on the other, it has emphasised the determina- 
tion of the opposition to oppose. Even neutral Eire, where 
the circumstances are quite different from the rest of the 
Empire, is a case in point; the determination of the Irish 
Government to remain neutral has been matched by the 
increased support of individual Irishmen for Britain. South 
Africa is another. Adopting the same line as Congress in 
India, that is, that the prelude to policy should be com- 
plete independence, Dr Malan moved in the Union Parlia- 
ment that a “Christian Nationalist” Republic should be 
set up, and was beaten by 90 votes to 48. Forty-eight votes 
is a large fraction of the South African Parliament, and it 
was augmented when General Smuts’ motion, approving 
the declaration of war against Japan, Hungary, Rumania, 
Bulgaria and Finland, approving the continuance of South 
Africa’s membership of the Commonwealth of Nations and 
disapproving the raising of fundamental constitutional issues 
in wartime, was carried by 81 votes to 56—a majority of 
25. At the beginning of every session, the Opposition divides 
the Union Parliament on the major issue of the war—until 
now on the question of neutrality. On the outbreak of 
war in September, 1939, the Government’s majority was 
13; in January, 1940, it was 22; in August, 1940, it was 
I7 ; now it is 25. This increase does not start to measure 
the increase in South African support, in deed and word, 
for the war ; but the Independents are a very real factor, 
here as elsewhere in the Empire. For the future of the 
Government, these figures—and the recent arrests of South 
African policemen for subversive acts—are portents, and 
symbols of problems to be solved. 


* * * 


Canadian Conscription 


It is reported without any detail that the Canadian 
Cabinet has decided to hold a referendum of the Canadian 
people to decide whether or not conscription should be 
introduced. There is obviously a plain anomaly in the 
fact that, while Britain and the United States both have 
conscription for military service, Canada has not. On the 
other hand, it is important to remember that the Dominion 
both in terms of manpower and of war output, is contribut- 
ing by voluntary means a proportion of its resources which 
compares favourably with the contribution of any other 
partner in the Grand Alliance. Conscription is a difficulty 
in Canada, not because there is any greater reluctance there 
than in any other particular nation to take a full part in the 
war effort, but because there are special reasons in the 
history of Canadian politics which make conscription a 
controversial issue. The National Resources Mobilisation 
Act of June, 1940, was a limited measure of conscription ; 
it covered all manpower and all property, with the excep- 
tion that no man could be sent outside the Dominion for 
military duties except with his consent. Canada is a federal 
country ; and among the French minority of the Dominion 
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there exists a reluctance, usual among minorities, to be 
compulsorily driven by majority decisions. Conscription 
broke the Canadian Liberal Party in 1917 ; and the opposi- 
tion to conscription is still strongest among French Cans. 
dian Liberals. Until now, there has been little Pressing 
need to apply compulsion to military service. Volun 
enlistments in the army total something like 250,000; and 
some 10,000 are in uniform under the National Resources 
Mobilisation Act. But more drastic measures are probably 
necessary now. Canada’s army now consists of six divisions ; 
and the problem is whether the Dominion can support g 
large overseas army out of this formation without complete 
conscription. It is, of course, possible for the Government 
to use its compulsory powers under the existing Act more 
stringently ; but the fact remains that, with the area of 
the war vastly extended now and in the near future, more 
men will be needed for service overseas. It is presumably 
for these reasons if, after long and difficult discussion, 
the Cabinet has decided to appeal to the electorate directly 
for a mandate to use the willingness of Canadian manpower 
in the most effective way. It is doubtful whether this step 
could do anything but strengthen the powers of the King 
Government. The pitfall which confronts any government 
of Canada at the present time is not the accusation of 
acting too drastically, but the suspicion of failure to mobilise 
the nation’s resources in the most apt and most rapid way 
possible. 


A Grave Blunder 


Mr Benjamin Greene is a Quaker; he was once a 
member of the Labour party ; and is reported to have had 
some connection later with another political group. He was 
interested in German refugees, but was an appeaser and 
supported the Chamberlain policy at Munich. In May, 
1940, he was detained under Regulation 18B and here an 


‘ almost unbelievable story begins. In an affidavit by the then 


Home Secretary, charges were embodied that Mr Greene 
had communicated since the outbreak of war with 
people in Germany, with helping men whom he believed 
to be German agents to evade arrest, and desiring the 
establishment of a Nazi regime in Britain with the help 
of German armed forces. Under the weight of these 
tremendous accusations, sworn to by a Secretary of State, 
Mr Greene has been in prison for nineteen months and 
would probably be there still but for the detection of a 
careless mistake made in 1940 by the Home Secretary. 
What happened was this: two forms had to be served 
by the Home Secretary, one for Mr Greene’s detention 
and another for his information. In the first form the 
Home Secretary quoted one part of 18B and specified 
hostile association, but in the second he cited another part 
—conduct prejudicial to the safety of the State. This 
did not make much difference, but in an application for 
Habeas Corpus it was emphasised by counsel, and 

Justice Humphreys suggested another inquiry by the 
advisory committee. Mr Greene’s solicitor demanded the 
name of the man with whom Mr Greene, according to the 
Home Secretary, had conspired. He was a man named 
K and the solicitor found, interviewed him and 
obtained from him a statement that there was no truth 
in the charges. Someone must have gone to the police 
with a basinful of lies ; a Home Secretary had swallowed 
them and regurgitated the mixture as an affidavit. _ By 
worrying the Home Office with this statement, the solicitor 
first secured Mr Greene’s release and then obtained an 
official withdrawal of the three chief allegations against him. 
The significant things in this episode are (1) that, if the 
former Home Secretary had not carelessly confused con- 
duct prejudicial with hostile association, Mr Greene would 
probably be in prison to-day; (2) that, if Mr Greene had not 
applied for Habeas Corpus, the carelessness and inaccuracy 
of the Home Secretary would not have been made public ; 
(3) that if the decision to hold or release ha 
lain with an independent tribunal the worthlessness of the 
evidence concerning K—— would have been exposed not 
nineteen months, but a few weeks, after the arrest. Hackled 
in the November debate in the House of Commons, the 
Attorney-General said 18B meant that the Home Secretary 
must give each case his personal attention and not leave 
is to departmental routine. To what extent did the former 
Home Secretary give this case his personal attention 
before the arrest? Who saw the informer? Did the Home 
Secretary see the witness, question him and assess his 
credibility? If he conned himself to documents, by 
whom had they been prepared? Was it somebody in the 
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Home Office or someone associated with the police? Are 
there others still in prison who have not enjoyed Mr 
Greene’s luck, but are nevertheless as innocent as he? The 
case against an independent tribunal—a case which The 
Economist has hitherto accepted—rests on the assertion 
that as much care is taken behind the scenes to see that 
justice is done as could be taken in a court of law. 


* * * 


Argentina Decides 


At the end of the first week’s deliberations, the Foreign 
Ministers of the twenty-one nations represented at the Rio 
Conference succeeded in reaching a decision on the main 
issue. On the ill-important question of whether the Ameri- 
can continent as a whole should sever diplomatic, commer- 
dal and financial relations with the Axis powers, Argentina, 
and possibly Chile, had hesitated to adopt a pre-belligerent 
attitude. A definite decision on the issue, which was 
formalised as a motion for severing relations, introduced by 
Mexico, Venezuela and Colombia, was required by the 
week-end. If Argentina had opposed the motion it appears 
she would have had to do so in isolation. The Acting 
President, Senor Ramon Castillo, had let it be known that 
he was willing to impose certain controls on financial deal- 
ings and communications with the Axis powers and possibly 
to permit the use of the navy for convoy duties. But he 
apparently remained unwilling to commit Argentina to 
going the whole way. In the event, Argentina decided to co- 
operate with her neighbours in the anti-Axis front. 
No doubt Axis circles were too shrewd to 
interpret a possible abstention as a_ diplomatic 
victory. Nationalism, as opposed to national socialism, 
is sufficient!y well developed in Argentina to prohibit con- 
currence in United States leadership except under duress. 
This has been injudiciously supplied by the Axis powers. 
The threat to declare war against nations supporting the 
motion could in itself carry little weight. The Axis declares, 
or rather wages, war when conditions are favourable. If 
forced into declaring war by the motion of the Rio Confer- 
ence, there is ground for believing that the occasion will 
not be of Axis chosing. An agreeable by product of the 
Conference is the reported settlement of the Ecuador-Peru 
frontier dispute. 


The Rights of Women 


The question whether women may enter the consular 
and diplomatic services must await the end of the war. Mr 
Eden has told a women’s deputation that nothing can be 
done now because recruitment has been suspended and will 
not be resumed until peacetime. Obviously, no public service 
should be confined to men, or to any other section of the 
community; women shou!d be admitted where suitable. But 
those who sponsor the admission of women retain the old 
feminist habit of lop-sided thinking—possibly because they 
are mostly women MPs who tend, quite irrationally, to be 
treated as representatives of women instead of as represen- 
lative, like every other MP, of their respective constituencies. 
It is not as women that women have a right to enter the 
consular and diplomatic services but, like every other can- 
didate, as potentially good consuls and diplomats. The 
Nauonal interest requires the further emancipation of 
women, not because women consuls and diplomats—or 
MPs or higher civil servants—are specially needed, but 
because it is desirable that the field of choice should be 
widened as much as possible, and undesirable that any class 
of citizen should be excluded by irrelevant considerations. 
The women’s spokesmen tend to stand too much upon their 
rights as women and too little on their rights as citizens ; 
and in their understandable assaults on ihe attitude that 
telegates women exclusively to the home, they are in some 
danger of going to the other extreme and suggesting that it 
8a higher mission to be a consul or a diplomat than it is 
to be a wife and mother, which is just as false doctrine. 


* 7 * 


The New A rmy 


It has been a national misfortune that the ATS was 
allowed to fall so low in the public’s, and its own, esteem 
as it had done until recently. Even now, too much attention 
8 being paid, by those who are very properly trying to 
Testore the high status that this essential service ought to 
Ve, to points which are really distractions and mostly 
Wrelevant. The people who so frequently and so vocifer- 
ously deny charges of immorality in the ATS, for instance. 
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might remember that the adage qui s’excuse, s’accuse 
has deep roots in popular psychology. It is accepted by all 
sensible people that the ATS are no more immoral than 
the women of the nation from whom they are drawn, 
and that the disciplined life of the Army almost certainly 
makes them less so. The defenders of the ATS would do 
well to look less towards the scurrilous gossips outside the 
Army and more towards the women’s working and living 
conditions within. Most of all, the tone of any force is 
set by its conditions. When Mr Bevin and Captain Mar- 
gesson inform anxious questioners in the House that ener- 
getic steps are being taken to improve conditions in the 
ATS, they are not overstating the truth. Adequate stan- 
dards of accommodation have been laid down and are 
being increasingly applied. What is too little allowed for, 
however, is the frequent obstructive attitude of men officers, 
in cases where women and men are working and living 
in close proximity, which impedes the translation of these 
standards into actual practice. The higher command of the 
Army is convinced of the need for more and more women 
in the Army. Officers of lower rank and NCO’s are often 
not so convinced: some of them still resent the intrusion, 
and some are still bewildered by it; others are not exactly 
eager to be released by the women for more active service ; 
few are ready to put themselves out to secure the material 
conditions for the women that are laid down and which, 
in very many cases now, can only be secured through 
them ; and a small number are outspokenly hostile to the 
whole business. In a number of units, the women officers 
themselves, who vary very much in quality, could do more 
than they are doing to press the claims, under Army 
Orders, of their troops. But the solution really lies in the 
hands of the Secretary of State for War and the generals. 
All that is needed is a firm instruction through commanders 
to all officers, restating categorically that the most rapid 
recruitment of women is in the interests of the nation 
and the exigencies of the Service, and making it plain that 
any Opposition or obstruction, active or passive, to the 
relevant orders and instructions is a grave offence against 
discipline. 


The Middlemen 


The new Price Controlled Goods (Restriction of Re- 
sale) Order, issued by the Board of Trade, seeks to 
outlaw yet one more species of racketeer. In_ the 
past, it has been possible for goods, whose whole- 
sale price and profit margins were control'ed, to change 
hands any number of times, with a consequent increase 
in the cost to the consumer. In future, unless a special 
licence is secured, the middleman may buy goods only 
from an importer or from the manufacturer who has in 
fact manufactured the goods. Thus, the intermediary is, in 
fact, debarred from selling the goods except by retail, and 
only one middleman’s margin can be added to the whole- 
sale price. It is still possible, of course, for goods to change 
hands any number of times, but the price is not to be raised 
to the public. This measure was obviously necessary to 
protect the public against evasion of price control. The 
only doubt is whether it goes far enough. Its efficacy will 
depend entirely on whether the grant of special licences 
is sufficiently strictly supervised. The problem could 
be solved more effectively by an extension in the control 
of retail prices themselves, though the obvious difficulty 
here is the heterogeneous nature of many goods retailed by 
the same name. Outside the black market, profiteering in 
food has largely been eliminated. In the sale of furniture, 
household goods of all sorts, wines and spirits and flowers, 
it has scarcely been checked. In the case of luxury goods, 
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of course, there 1s no material deprivation, only a threat 
to the general price level ; but, luxuries or necessities, it 
is not tolerable that it should still be possible for individuals 
to feather their nests because the country is at war. 


* * . 


Concentration of Schools 


The amalgamation of Haileybury College and the 
Imperial Service College, coming on top of last year’s 
Public and Other Schools (War Conditions) Act, which 
authorised the alienation of endowments, is further evidence 
of the growing financial difficulties of the public schools. 
Like civilian industry, these schools have found themselves 
over-capitalised on account of their restricted turnover ; 
but, unlike industry, their difficulties are not due to the 
war, though they have certainly been accentuated by 
it. They are the long-term result of a falling birth-rate 
and lower incomes. In these circumstances, the only long- 
term solution for the public schools—in the absence of 
any far-reaching reconstruction of education in this country 
-is to attract more children by considerably reducing fees, 
as well as by lowering costs by amalgamation. Unfortun- 
ately, the amalgamation made for Haileybury and the 
Imperial Service College fix the fees for the joint school 
at the higher level. At present, according to Paton’s List 
of Schools, the fees at Haileybury for boys of non-Service 
families are {150 a year and £109 a year for sons of 
clergymen—there are, of course, a number of scholarships 
up to £100 a year—and for the Imperial Service College 
they are £115 for direct descendants of Service officers 
and £135 for others. After the amalgamation, the fees will 
be the Haileybury ones, though boys at present at the 
Imperial Service College will continue to pay their present 
charges, and its endowments will be used, with the consent 
of the Board of Education, to found a limited number of 
bursaries for sons of regular officers and Civil servants. 
‘Thus the scheme aims at restricting entrance to the new 
school to the same class of boys and at the same price, 
ignoring the fact both that the children of this class are 
slowly becoming fewer and that the ability to pay fees on 
this scale is diminishing rapidly. In these respects, an amal- 
gamation such as this helps neither the wider cause of 
educational reform nor, in the long run, the public schools 
themselves 


Southern Rhodesia and the African 


It was reported last week that Mr J. H. Smit, Minister 
ot Finance and Commerce in the Southern Rhodesian 
Government, had resigned, because, according to the cabled 
information, the Government was becoming too Left Wing. 
Party labels certainly have different meanings overseas—for 
instance, a so-called “Labour Party” was formed last 
summer in Northern Rhodesia, which is restricted in 
membership to Europeans and aims at the withdrawal of 
the official policy that native interests are paramount But 
it is difficult to see how the most extreme dissentient from 
Sir Godfrey Huggins’s policy could accuse him of Left- 
mindedness. In a country like Southern Rhodesia or South 
Africa, where a minority of white settlers rule over many 
times their number of coloured people, the political descrip- 
tion—Right or Left—can only have a useful meaning when 
it refers to the policy of the Government towards the 
natives. Judged by this standard, the policy of Sir Godfrey 
Huggins is undoubtedly Right Wing, though he himself 
appears to believe quite honestly that he is taking a Centre 
attitude. Thus, in the debate on the Land Apportionment 
Bill last June, he said that it would appeal to moderate 
opinion, that it would not please those who believed the 
African was created to work for them at a small wage or 
those “living abroad” who thought there were no differ- 
ences between black and white. Sir Godfrey Huggins has 
declared himself a believer in “ parallel development ”—in 
keeping the two races segregated so that the European is 
not contaminated by the African, until such time as the 
influence of the former has raised the native to be his 
counterpart. Expressed in economic terms, this means 
restricting native farming to reserves ; fixing one price for 
native-grown maize and another, higher, one for maize 
grown by Europeans ; and in urban and industrial districts, 
where segregation is impossible, keeping the native, as the 
employee of the white man, in a state of permanent 
inferiority. In certain respects, it is true, the native under 
Southern Rhodesian rule is better off than his fellow in the 
neighbouring British colonies. In recent years, the Govern- 
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ment of Sir Godfrey Huggins has addressed itself ener. 
getically to the provision of social services for the natives 
and to teaching them better methods of agriculture. By 
the spirit behind its native policy is far behind that followeg 
in the British colonies. Sir Godfrey Huggins must travel] , 
long way further to the Left before his aim of amalgamating 
the two Rhodesias and Nyasaland can be achieved. 


* * * 

The Blockade Again 

There is strong pressure on the Government from 
many quarters to relax the blockade in favour of Greece. 
Powerful emotional arguments can, of course, be brought 
forward to support the demand that food be sent. The 
Greeks are facing starvation, Their physical sufferings in 
this respect are greater than those of any other European 
nation, Their claim upon Allied support is perhaps greater 
too, for they fought the good fight throughout a whole 
winter, and today thousands of Greek merchant sailors 
are carrying on the struggle on the high seas, bringing food 
to the Ailies—but not to their own countrymen. The British 
Government has already done a certain amount to relieve 
the distress. Food supplies, in part financed by British and 
American charity, have been shipped from Turkey to 
Greece. Now, however, it is a question of using Allied 
food stocks and Allied shipping directly to feed the people 
in German-occupied Greece. It is essential that the British 
public should realise that if, as is likely, the decision to 
relax the blockade is taken, the step represents a complete 
break with the principles of economic warfare so far 
adhered to in this war, that the arguments are emotional, 
not rational, and that the relaxation will create a most 
dangerous precedent. The principle is after all obvious. 
It is that an occupying Power is responsible for the feeding 
of the country it occupies. No one in his senses can, at 
this stage of the war, accept the view that the British 
blockade, not the German occupation, is responsible for 
the famine in Greece. It is equally fantastic to suppose 
that the Germans could not feed Greece if they would. 
Only recently an Italian foodship was seized by the 
Germans in the Pirzus itself ; Greek labourers working on 
German public works are given adequate food; and the total 
provisioning of Greece wtth grain would require a monthly 
outlay of only one-seventieth of Germany’s known reserves. 
The Germans are merely trying out a hideously cruel 
form of blackmail, which, if successful, could be equally 
well adapted to Norway, the Low Countries, or France. 
One would have thought that all this ground had been fully 
covered and the principles established a year ago, when 
Mr Hoover had his schemes for feeding Europe. But some 
people apparently will never learn 


* * * 


Moscrop v LPTB . 


An important case affecting trade union rights came be- 
fore the House of Lords recently. One of the terms of the 
settlement of the London bus strike in 1937 was that, in 
appeals by an employee of London Transport in disciplinary 
matters, the.employee could be accompanied or represented 
by an official of the Transport and General Workers’ Union. 
The union would not, however, allow their official to appear 
for anvone who was not ene of its members. Mr Moscrop, 
a bus driver, left that particular union at the end of 1937, 
und became a member of the new National Passenger 
Workers’ Union in 1938. In 1939, he was reported for 
failing to pick up a passenger at a certain point, his plea 
being that it would have been dangerous to stop there. He 
was cautioned, and his first appeal was dismissed. He then 
abandoned his appeal to the disciplinary board, because 
the LPTB would not allow him to be represented by an 
official of his—the National Passenger Workers’—union, and 
accordingly brought an action challenging this refusal. His 
claim rested upon section 6(1) of the Trade Disputes and 
Trade Unions Act, which makes it illegal for a public 
authority to impose any condition upon its employees, 
whereby some, whether members of a trade union or not, 
are placed at a disadvantage compared with others. In the 
Divisional Court, Mr Justice Morton held that the agree- 
ment come to with the Transport Union did not impose 4 
condition within the meaning of this section of the Trade 
Disputes Act; but the Court of Appeal decided in a 
of Mr Moscrop. The House of Lords, however, a 
London Transport’s appeal. In his judgment, — 
Maugham said that Mr Moscrop was not contending ~ 
any rights for himself; he was merely contending or 
equality compared with members of the Transport Union 
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and was seeking to obtain it by a declaration that a parti- 
cular clause of the 1937 agreement between that union and 
LPTB was void. Lord Maugham could not, however, agree 
that section 6 (1) of the Trade Disputes Act made the agree- 
ment void. In his view, it prohibited the imposition of a 
condition of a prescribed kind by a public authority on its 
employees ; it did not prohibit employees, or a trade union 
on their behalf, if it were strong enough, from imposing 
conditions on the authority. The agreement with the 
Transport Union conferred a privilege on members of that 
union, but it left the rights of non-members exactly as they 
were, and there was no question of conferring certain rights 
on one class of employees and lesser rights on another. 
Moreover, on the wider issue of Mr Moscrop’s action, Lord 
Maugham could not agree that it was rightly brought. The 
plaintiff was claiming no private right, but was seeking to 
deprive others of a right which did not interfere with his 
own ; nor had he suffered special damage from the alleged 
breach of section 6 (1) of the Trade Disputes Act. He could 
not, therefore, sue “ without joining the Attorney-General.” 


= * * 


Commanders 


General Wavell has gone to the Netherlands Indies to 
take up his South-West Pacific command. General Sir Alan 
Hartley replaces htm as Commander-in-Chief, India ; and 
General Auchinleck, commander in the Middle East, takes 
over Iraq and Iran from General Wavell’s former extended 
command. These changes are thoroughly reasonable. On 
the fighting flanks of India, the two most successful British 
Generals of the war, Generals Wavell and Auchinleck, are 
in charge. But the problem of the joints and hinges remains. 
No sooner had General Wavell moved east than the 
Japanese moved west, cutting across Burma. India is un- 
attacked, but remains the pivot of Middle and Far Eastern 
defence, the source of manpower and the source of 
materials. It is necessary to demarcate the zones of com- 
mand, but it is even more needful to co-ordinate the 
measures of the commanders ; and Imperial defence in the 
east will stand or fall by the concerted skill with which 
British, Australian, New Zealand, Indian, Chinese or 
American forces are brought to bear at all the threatened 
points in sufficient numbers—and with sufficient air and 
sea support. 


* 


Shorter Notes 


The diplomatic reshuffle made necessary by Sir Stafford 
Cripps’ departure from Moscow has a very satisfactory 
appearance. Sir Alexander Clark Kerr, an_ excellent 
ambassador to China, who maintained Britain’s funda- 


mentally friendly relations even through such awkward . 


umes as the closing of the Burma Road, takes to Moscow 
a great reputation, together with inside knowledge of the 
Chinese situation. The despatch to Chungking of Sir 
Horace Seymour, Under-Secretary of State superintending 
the Far Eastern Section, is an earnest of the importance 
Britain attaches to its latest ally. 


* 


The Archbishop of Cantertury has announced his resig- 
nation from the Primacy on the ground that he must make 
way for a younger man to meet the “ great tasks of recon- 
struction ” that lie ahead. Much speculation will be roused 
over the question of his successor, but to a large body of 
opinion, Christian and secular, the Archbishop of York, 
pre-eminent in the Episcopate for his energetic and practical 
work on the problems of reconstruction, would be an 
excellent choice. 


* 


Last year 915 persons were killed and 2,883 were seriously 
injured by accidents at coalmines, compared with 923 and 
3,237 respectively in 1940. 


* 


In answer to a question in the House of Commons, the 
Prime Minister said that since the beginning of the war 
there have been 47 uncontested and 26 contested by-elec- 
rons, which, with the exception of that for Cambridge 
University, have not changed the numerical strength of the 
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different parties since September, 1939. (At the by-election 
for Cambridge University in February, 1940, Dr A. V. Hill, 
Independent Conservative, was returned in the place of the 
late Sir John Withers, Unionist.) 


* 


The following table gives the number of civilian 
casualties in air raids since September, 1940:— 


Injured and Total 
Killed Detainedin Serious 
Hospital Casualties 
Potal Sept.—Dec., 1940... 21,669 30,556 52,225 
1941: 


TIE so iiviccadixee 1,550 2,021 3,571 
PODruary ... 022s 00s * 793 1,068 1,861 
NE ck va cate es eae 4,298 4,794 9,092 
BOM 08 oo Awe ies 6,131 6,900 13,031 
Docc ehvecstaeies 5,520 5,207 10,727 
IN ca Screws ana ca aan 406 461 867 
a. iakacecaaeses 501 447 948 
ee a 169 136 305 
Septembe1 Saeeirats 217 269 486 
RI ns sg Svan ba es 262 361 6235 
November ........ 89 155 244 
December. ........: 34 35 89 

lotals to date 41,639 92.450 34,069 


Of those killed in December, 13 were men, 14 were 
women and 7 were children under 16 
* 


Important evidence of the growing scope of the United 
Kingdom Commercial Corporation, and of the leading role 
played by British constructional engineering in Turkey, is 
provided by the conclusion of fresh contracts with the 
Turkish Ministry of Public Works iast week. The UKCC 
is to build a jetty and carry out other improvement on the 
harbour of Alexandretta and to complete work on the jetty 
at Mersina. 
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AMERICAN SURVEY 





Congress and the War 


(By a Correspondent) 


HE United States is at war; her position as a Pacific 
power is at stake ; her long immunity fram danger at 
home, based on geographical isolation and on the weakness 
of her neighbours, is in danger. And all of the lower and 
one-third of the upper house of Congress will be elected 
on the first Tuesday after the first Monday in November 
of this year, -whether the Axis star is waning or waxing, 
whether the ABCD powers are still battling in retreat or 
carrying the fight to the enemy. Nearly five hundred poli- 
ticians will have their careers at stake ; men who have made 
a really first-hand study of what the American public thinks 
it meeds will face another testing-time more serious than 
any Gallup poll. And since members of the Congress of the 
United States are men, not angels, the temptation to sec 
the national needs, the national dangers, in terms not in- 
compatible with the local political necessities of Buncombe 
County will assail the candidates. No doubt, at this moment, 
patriotic zeal, patriotic anger and respect for a suddenly 
awakened public opinion are helping the men who must 
run in November to forget the imminence of the ordeal ; 
but as the state of war becomes familiar, as genuine grounds 
for criticism of the Administration develop, as the public 
memory grows blurred, many politicians will turn again to 
the business of mending their fences. 


Congress and Foreign Policy 


There are in the American political situation some possi- 
bilities of danger. In Britain, the Government in office was 
forced by events to take over the foreign policy of the 
Opposition. This made for national unity ; and the stupid 
refusal of the Labour Party to see the necessity of con- 
scription made it easier-for the Chamberlainites to sleep 
without too many nightmare recollections of what was said 
between Munich and Prague by the politicians who had 
slumbered on the nicest seats that money could buy. But 
there is no such easy balm for the majority of the American 
opposition party. They may now be silenced by the event. 
A few of the more obstinate may hint or openly state that 
it is not the fault of Hitler or Admiral Yamamoto, but of 
“that man in the White House.” But if Mr Roosevelt was 
right, how right he was and how wrong they were. And 
if he was not right, what courage it will need to tell the 
old old story of the God-given immunity of the United 
States to a people first stunned and then infuriated by the 
news from Pearl Harbour. For, since 1939 and before 1939, 
the majority of the Republican party in both Houses of 
Congress has opposed Mr Roosevelt’s foreign policy, has 
helped powerfully to create the illusion that there was no 
danger, no crisis, and has done so with an effectiveness that 
no number of blundering Bundists or Coughlinite conspira- 
tors could have remotely approached. Not all Republi- 
cans have been equally blind. Jn Congress, men like 
Senator Austin and Representative Wadsworth have not 
put party considerations or parochial interests before the 
general welfare ; but it is a just verdict to say that either 
the Republican party has had no foreign policy at all or 
it has had a policy which, for blindness, need concede 
no superiority to that of the majority of the British Press 
and Parliament in the days of “ peace in our time.” 

It is true that, outside Congress, Republican opinion 
has not been so purblind as on Capitol Hill. The way in 
which the candidacy of Mr Wendell Willkie was forced 
on the party in the summer of 1940, the courageous line 
taken by such young Republican leaders as Governor 
Stassen of Minnesota; the réle of such great Republican 
papers as the New York Hercld Tribune, absolve the 
party as a whole from the charge of unintentionally aid- 
ing the enemies of the Republic. It is not, however, the 
Republican party as a whole that will be tested, and there- 
fore tempted, in November, but the Republican Senators 


and Congressmen. And most of those Senators and 
Congressmen have good reason for wishing that the 
electors should not think back, but look forward. They must 
keep off the great issues or give general support to the 
President—and run on local issues, capitalising local 
discontent, promising general panaceas. The President, 
like Mr Churchill, can only give blood, sweat and 
tears. Candidates for office with no direct administrative 
responsibility, elected to a body that is designed to control 
(in the French sense), not to support, the executive, will 
be tempted to modify general acceptance of the grim 
truth with nice little concessions, not very important, not 
very dangerous taken separately, but amounting in the 
aggregate to at least a hand-brake put on the American 
motor engine. 

It would be false to make this danger a mere matter of 
party politics. There is a large Democratic majority in 
each house. Yet Congress refused to follow the lead of 
the leader of the dominant party in the matter of the 
fortification of Guam, in the pre-war amendment of the 
Neutrality Act, and only by one vote kept in being the 
United States conscript army which is now in numbers, 
training and organisation so far behind what is required 
for total war. Just as it should never be forgotten that 
the present House of Commons is the house of “ peace in 
our time,” so the record of this Congress should equally 
not be forbotten. It is a better record, because Mr Roose- 
velt is a great leader, with far more foresight than M: 
Chamberlain and with more prestige as an_ electoral 
wonder-worker than any President has had since Andrew 
Jackson. But, despite that leadership, enough representa- 
tives timid enough or silly enough to destroy the national 
defence were nearly found. 


Confusing the Issue 


Already there are signs that the obvious necessities ol 
the times can be hidden from congressional eyes. To 
vote-getters, the war seems a heaven-sent opportunity to 
do something for the American farmer. That inflation 1s 
a military as well as an economic danger, that bogus price 
control is giving aid and comfort to the enemy, is pro- 
bably seen more clearly in any part of the United States 
than on Capitol Hill. Yet even from that slight eminence 
the attempt. to make of one of Mr Roosevelt’s servants, 
the Secretary of Agriculture, the censor of another, the 
Price Controller, may seem odd. Of course, as the Presi- 
dert is reported to have said, that does not matter, since 
he can dismiss either or both of them. And the Presi- 
dent may veto the Bill; but a dead bad Bill is no substi- 
tute for an unenacted good one. 

Danger, the pressure of public opinion, the discovery 
that there really is a war on, and that the American people 
want to get on with it, will do a lot to educate Congress. 
And the President, who has not always been the most 
tactful of leaders, the most magnanimous of victors, can 
do a great deal to make the public realise that politics, like 
business as usual, is a luxury to be eschewed at the White 
House as well as at the Capitol. But war cannot fail to 
make the President more than ever a quasi-dictator. All 
dictators, even democratic dictators, limited by law as t0 
the duration and extent of their powers, benefit by 1n- 
formed and authoritative criticism. The Senate, at least, 
is well organised to be a forum and a censor. Its war-time 
choice is clear: it can either invigorate and invigilate, oF 
it can play to the galleries, the lobbies, the big and little 
interests. But to carry out its duty, the Senate will have 
to forget its resentment at its eclipse by the President. 
And some Senators will have to live down what they were 
saying only a few weeks ago. On December 13th, with the 
United States already at war. the Nation published 4 
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communication from a leading Republican Senator re- 
puking Mr. Wendell Willkie and setting forth the doctrine 
that the duty of an opposition is to oppose in a startlingly 
candid form. “ Whoever may be right on the question of 
foreign policy, it is obvious that a party kills itself and 
removes any excuse for its existence when it adopts the 
principles of its opponents. If any credit for this war 
ever goes to anyone, which I doubt, it will go to Franklin 
D. Roosevelt, and not to Wendell L. Willkie.” The author 
of this dictum was a leading aspirant for the Republican 
nomination in 1940; his father was the first civilian 
Governor-General of the Philippines, Secretary of War, 
and the only man in American history to be both Presi- 
dent and Chief Justice. If Senator Taft could write in 
this way on the very eve of the great assault on America, 
should we be too harsh on politicians who have had less 
intellectual and social advantages? Fortunately for Senator 
Taft and for the Senate of which he is a very useful 
member, he is not a candidate this year. He will not have 
to explain, or explain away, his blindness. But others are 
less fortunate. They will in the next few months have, 
as President Eliot of Harvard once said of the elder Henry 
Cabot Lodge, ample opportunities for future service. If 
American public opinion continues to be critical without 
being too harsh, these opportunities will be taken. 


American Notes 


The Production Chief 


The terms of the Executive Order appointing Mr 
Donald Nelson as chairman of the War Production Board 
make it clear that his powers will be very broad. As well 
as “ exercising general direction ” over the procurement and 
production programme, he is to “determine the policies, 
plans, procedures and methods of the severel federal depart- 
ments, establishments and agencies in respect to war pro- 
curement and production, including purchasing, contract- 
ing, specifications and construction ; and including conver- 
sion, requisitioning, plant expansion and the financing 
thereof ; and issue such directives in respect thereof as he 
may deem necessary or appropriate.” This would appear to 
be wide enough, and if anything has been omitted it does 
not leap to the eye. The Office of Production Manage- 
meat is to be disbanded and its functions merged with those 
of the new WPB. Mr W. L. Batt is to take charge of its 
most important division—that of requirements and mate- 
rials—and there are to be other divisions for planning, pro- 
duction, purchasing, labour (under Mr. Sidrey Hillman) 
and civilian supply, under Mr Leon Henderson, who also 
remains as Price Administrator. Mr Knudsen, Director- 
General of the OPM, has been appointed Director of Pro- 
duction in the War Department, and it may be that he will 
feel happier there than as chief of the OPM. Nobody has 
ever questioned his abilities as a production engineer ; it 
was in the wider spheres of programmes and planning that 
he met with criticism. An indication that the existing 
methods of the War Department have not been abandoned 
is given by the fact that it has been necessary to raise Mr 
Knudsen to the rank of Lieutenant-General. 


-_* * * 
Atlantic versus Pacific 


It is only natural that the United States should be 
tempted to place supreme emphasis on the Pacific hostili- 
ues, Japan has long been regarded as America’s traditional 
and predestined enemy. It is in the Pacific that America 
has felt the most violent impact and suffered her greatest 
humiliations of the war. The west coast states have for 
years been obsessed by the Japanese menace, and have 
felt a sense of grievance that it was not properly appreciated 
along the eastern seaboard. The Allies’ reverses in the 
Pacific, which coincide with a flood of stories that Ger- 
Many was being crushed in Russia, have led to a number 
of expressions of disagreement with Col Knox’s view that 
Hitler’s destruction must come before anything else. Anxiety 
lest the Pacific be neglected has been reinforced by reports 
that Australia, the Netherlands and China have made 
Vigorous representations to this effect Former Isolationists 
have been quick to exploit this state of feeling. The Hearst 
Press insists that the Pacific war must be considered the 
most important because of its “threat to western civilisa- 
tion” and that everything shou'd be concentrated on it. 
eneral Hugh Johnson, another former Isolationist, has 
€n the same line. Both General Johnson and Mr Hearst 
ave been critical of Mr Churchill for stressing the import- 
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ance of Europe at the expense of the Pacific. Lend-Lease 
has also been a target for criticism by former Isolationists. 
Lack of air power in the Pacific has been blamed on 
the supp:y of equipment to Britain and Russia, and the 
rubber shortage has been similarly attributed. The 
Chicago Tribune has been prominent in _ putting 
forward these arguments. It is interesting that former 
isolationists have apparently been able to transpose 
their former views into a war setting by continuing to 
play down the European aspect of the struggle, while former 
interventionists like Col Knox are unanimous in stressing 
the critical importance of the European theatre. There is 
undoubtedly a danger that the United States may be led 
to take too narrow a view of its réle in the conflict, and that 
the threat of Japanese raids on the west coast may immo- 
bilize forces that might better be employed elsewhere. The 
emphasis which the President continues to lay on the 
world-wide character of the struggle suggests that he is 
conscious of this, and will devote his unparalleled gifts to 
seeing that the American people maintain a clear perspec- 
tive on the relative importance of the different fronts 


* 7 * 


Labour Peace ? 


Nothing perhaps represents a graver potential threat 
to the American production programme, and even more to 
the national unity, than the prospect of continued labour 
troubles. It is, therefore, all to the good that the truce of 
the last few weeks should be used to build up as solid 2 
structure of harmony as possible before the inevitable dis- 
agreements recur. The names and powers of the President’: 
National War Labour Board have now been announced. It 
consists of twelve members, two each from the AFL and 
the CIO, four employers and four representatives of the 
Government. These four are the chairman, Mr W. H. Davis. 
chairman of the previous National Defence Mediation 
Board, now disbanded, and three highly respected figures 
from the academic world. The new Board will have much 
wider powers than the old; in particular, it will not have 
to wait for an invitation before intervening in a dispute, 
and its findings will have the binding character of arbitra! 
awards. It is also proposed to recruit a panel of mediators 
to assist in composing disputes, and names as eminent as 
those of Mr Wendell Willkie, former Chief Justice Hughes. 
Mr Al Smith and Mr James Farley have been mentioned 
in this connection. 

* 

The new Board will have to face two main problems 
The first will arise from the fact that applications for a 
“closed shop” were not ruled out by the conclusions of 
the Labour-Management Conference from which the Board 
sprang. Such applications are, by their nature, susceptible 
of mediation or arbitration only with great difficulty. If 
they are pressed in large numbers, the Board will have a 
rough passage. The second problem is the continued rift 
in the labour movement between the AFL and the CIO. 
An attempt to compose this quarrel has come from a mos! 
unexpected quarter. Mr John L. Lewis himself, in letters 
to the presidents of both organisations, has suggested a 
merger, and it had been reported that, with the assistance 
of Mr Dan Tobin, the teamsters’ leader and a power in 
the AFL, he had worked out a complete compromise plan. 
Unfortunately, there is more than a little suspicion that 
Mr Lewis’s plan is more concerned with his personal 
rehabilitation than with labour peace. Having led the CIO 
out of the AFL nearly a decade ago, he has within the 
past vear lost control of the CIO, chiefly because of his 
anti-Roosevelt views on home and foreign policy. His new 
suggestion has met with a very cool reception from Mr 
Philip Murray, his former lieutenant and successor as 
president of the CIO. However, there is no doubt that the 
rank and file of labour, and even more the union workers, 
desire reunion. A recent Gallup poll showed only 9 per 
cent of “leaders” in either federation, and only 25 per cent 
of AFL members and 19 per cent of CIO members opposed 
to' fusion. There are certainly few things that would 
contribute more to industrial harmony. 


* * * 


Expansion in Engineering 


The rate of increase in the output of munitions will 
depend, in no small measure, on the capacity of the engin- 
eering industry to produce p!ant and equipment, especia'ly 
tools. True, the curtailment in the manufacture of civilian 
goods, such as motor cars and refrigerators, will now free 
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for war work a large proportion of existing plant and 
machinery. Again, output can be speeded up by the more 
intensive use of available machinery. According to the 
census of production taken in 1937, there were then 956,000 
workers employed in the manufacture of machinery, exclud- 
ing transport equipment. The industry has been expanded 
rapidly last year; the total value of machinery produced 
in 1941 was estimated by the Domestic Commerce Weekly 
at the record level of $11 billions, which exceeds the previous 
peak by $4 billions. Machine tool makers in the narrower 
sense are only one branch; they employed 47,266 
workers in 1937 in 292 establishments ; while complete data 
for 1941 are not yet available, the number of workers at 
79 plants, which employ about two-thirds of the workers 
in the industry, was 69,000 last September. The rapid ex- 
pansion of the industry last’ year is reflected in the sharp 
rise in the value of its output, from $423 millions in 1940 
to $823 millions in 1941. But if it is to supply the tools 
required for the defence programme, its output will have 
to be increased still further. At present, efforts are being 
made by the industry to increase the number of workers 
on the second and third shifts. This source offers consider- 
able scope, for an analysis of the position of 79 important 
plants last September showed that only 24.9 per cent of 
the industry’s labour force was then engaged in the second 
shift and 7.5 per cent in the third. 


* * * 


British and American Taxation 


Reference was made in a previous “ American Survey ” 
November 15, 1941, page 596) to the difficulty of com- 
paring the burden of taxation in different countries. The 
table attached to this Note has been compiled in an 
attempt to make the comparison on as fair and accurate a 
basis as possible. Care has been taken to ensure that the 
figures for the two countries in respect of each item are 
strictly comparable—that is, that they include the same 
things and exclude the same things. The only fair method 
of comparison is as a proportion of the national income. 
Figures of taxation and expenditure per head have, how- 








United States United Kingdom 


| 1938-39 | 1940-41 1941-42 || 1938-39 | 1940-41 | 1941-42 





| ‘nae 
Net National Income { ; 
(millions)| $67,546(*)| $82,000(*)' $95,000* | £4,500(*) £5,800(*)| £6,200* 
pecan im | 
Government Revenue 


(millions) | 


National ...... .-| 6,156 | 8,268 | 12.859(*)| 1046 | 1,587 2,080* 
State and local .... 8777 | 9,471 10,000* i 204 220° 230* 

ae | 14,933 | 17,739 22,859 || 1,250 1,807 2,310 

As % of Nat. I 92-1 | 21°6 24-1 27-8 31°2 | 37°3 
Government Expendi-; | 

ture (millions | *) (*) 

ee 9,142 | 13,282 | 52.581 |) 1,187 3,190 | 3,950* 
State and local ....| 10,508 | 10,000* | 11,000* | 204* 220* 230* 
Total .. ..+-.| 19,650 | 23,282 ] 43,581 || 1,391 3,410 | 4,180* 
Of this, defence 
orwar .....| 1,206 6,255 | 26,000 | 395 2,440 3,130* 
As % of Nat. Inc.| | | 
Total ........] 29-1 98-4 | 459 || 30-9 | 58-8 67: 
Defence or war 1°8 76 | 27-4 | 87 42-1 45 50 
snaviailaiaieanidinnciies eaten —{————__! . ; 
; { 
Per Head— | | rns 
Income .. $522 | $616 | $709 || $454 $487 $521 
Revenue ....... 115 136 | 171 126 | 152 194 
Expenditure— ; 
OO a 152 | 175 | 326 140 287(°) 352(5) 
Defence or war. . .' 9 47 194 40 206(5 263(°) 
General Notes.—Government Revenue and Expenditure includes, for both 
ountries, such things as social insurance contributions, compulsory war damage 
sontributions, etc. but excludes self-balancing revenue and expenditure, such as 
Post Office. State and local figures are entered after deducting contributions to or 
from central funds. Conversions have been done at the average rate of exchange 
wevailing for the period. * denotes that the figure is approximate. 

Notes.—(") Average of two calendar years concerned. (*) Estimated from 
oficial figure of £4,415 millions for calendar year 1938. (*) Estimated from officia 
igure of £4,300 millions in nine months April-December, 1940 (i.e., annual ratd 
of £5,700 millions). (*) Latest available estimate. (*) Includes only estimatel) 


*xpenditure in the United Kingdom. Figures of total expenditure (all approximatee 
vould be— 


National National and Local War Expenditure 
only YyY, of Per % of Per 
{mn. {mn. N.I head ($) fmn. N.I. head ($) 
1940-41 . 3,970 4190 72°3 353 3,220 55-5 271 


1941-42 -- 4,820 5,050 81-5 425 4,000 64°5 337 


ever, also been given; but they should be used with 
caution. No attempt has been made in the table to calculate 
the figures for the year 1942-43 given in Mec Roosevelt's 
Budget message of January 7th. But if the estimates of 





January 24, 1942 


revenue and expenditure are realised and the net nationa| 
income, as suggested in the article in The Economist lay 
week, rises to $110 billions, tax revenue will amount to 
about 33} per cent of net national income, total expenditure 
to about 66} per cent and war expenditure to about 51 per 
cent. These percentages, it will be noticed, lie close to those 
for the United Kingdom in 1941-42. 


* x * 


Metal Price Policy 

Following protracted negotiations with the producing 
companies, the Price Administrator agreed last week to 
raise the price ceiling on lead from §.85 to 6.50 cents per 
lb. This move follows an increase by 1 cent to 8.25 cents 
per Ib. in the zinc price in October last. Simultaneously, a 
metal premium scheme has been announced, which will 
come into force on February 2nd for a period of 30 months, 
and will raise the prices to be paid by the Government 
for all copper, lead and zinc produced by domestic mines 
in excess of the 1941 output. For copper the premium js 
5 cents and for lead and zinc 2.75 cents per lb. The reason 
for the higher copper premium seems to be connected with 
two facts. On the one hand, the copper price has not been 
raised since September, 1940, when it was only slightly 
above the pre-war level. On the other, there are a number 
of disused United States copper mines which could hardly 
produce at less than 17 cents per lb. The increase in the 
lead price ceiling confirms that the rise in the zinc price 
last October was no exception, but represented a departure 
from the Government’s policy, pursued since : September, 
1940, of keeping metal prices unchanged despite increased 
production costs. Naturally, copper producers are putting 
forward demands that their basic price, too, should be raised 
as their production costs have increased to the same extent 
as those for lead and zinc. So far, however, no negotiations 
towards this end have been initiated, and the high premium 
for additional production of copper makes it doubtful 
whether any increase is intended. At the same time, the new 
premium schemé shows that the Government is as unwilling 
as in the past to stimulate production by general price 
increases. United States metal production last year was very 
near its peak, and the tonnages which can be produced in 
excess of the 1941 output should be expected in tens of 
thousands rather than in hundreds of thousands of tons, 
although the premiums are high enough to bring virtually 
all of the disused high cost mines into production. This 
policy of controlling prices by ceilings, which have at least 
a slight relation to average production costs and of stimu- 
lating production by premiums, will save the country 
enormous sums. In the last war, when the Government 
stimulated a maximum production effort by leaving prices 
largely to themselves, copper advanced above 27 cents pet lb. 
on the average of 1916 and 1917, zinc was quoted at over 
13 cents in 1915 and nearly 13 cents in 1916, while lead 
averaged nearly 8.80 cents in 1917. 


Shorter Notes 


As a first instalment of his victory programme, the 
President has asked Congress to appropriate a further sum 
of over $28 billions for defence. A sum of $12,525,872,474 
is asked for the Army, $9,041,373,090 of it for the Al 
Corps and $15,961,945,021 for the Navy. It is also asked 
that up to $4 billions of the joint total should be made 
transferable under the lend-lease programme. Other appro- 
priations asked for are $7 millions for the inter-American 
highway, nearly $6 millions for counter-espionage work. 


* 


Some figures on the rubber position have been released 
by Mr Jesse Jones, the Federal Loan Administrator and 
Secretary of Commerce. The normal pre-war consumption 
of the United States was about 600,000 tons a year, and 
the country could “ get along with ” 450,000 tons a yeal. 
There is about 600,000 tons of raw rubber on hand and 
enough used rubber to produce 600,000 tons of reclaimed 
rubber. Existing plants will be producing at the rate of 
90,000 tons a year by the end of 1942, and plans are being 
laid to increase this figure to 400,000 tons a year—a more 
than threefold increase on the plans of a few weeks ag® 
themselves an expansion on what was previously envisagee- 
Imports ef about 50,000 tons a year from sources other 
than the Far East are envisaged. 





- 
S 
of Le 
XV o 
with 
“any 
the it 
or th 
act of 
Duri 
capité 
this 
again 
Cent 
preci 
bellig 
towal 
Ap 
the ] 
Honc 
allies 
Ame: 
tina, 
have 
as ni 
comn 
less 
affect 
ing 
amor 
wate! 
princ 
sent 
expre 
and | 
arise 
with 
tion 
non-! 
ment 
tine 
the r 
(refe: 
that 
that 
foun 
be tr 
of th 
of h 
Urus 
only 
have 
appli 
of th 
TI 
fully 
Mex 
Pow 
Geng 
will 
supp 
repu 
Mex 
posa! 
Vidir 
Unit 
An j 





rT ovr Te Sa oY 


January 24, 1942 


THE ECONOMIST 107 


THE WORLD OVERSEAS 





Latin America and the Axis 


(From Our Buenos Aires Correspondent) 


December 14th 

APAN’S attack on the Pacific outposts of the United 
J States opened a new phase in the relations of the peoples 
of Latin America with the world at war. In signing Article 
XV of the Havana Declaration, their Governments, together 
with that of the United States, had undertaken to regard 
“any attempt on the part of a non-American State against 
the integrity or inviolability of the territory, the sovereignty 
or the politican independence of an American State” as “an 
act of aggresssion against the states signing this declaration.” 
During a week of unwonted diplomatic activity in all 
capitals south of the Rio Grande, official interpretations of 
this undertaking have ranged from declarations of war 
against Japan—and later against Germany and Italy—by 
Central American and Caribbean Republics to Argentina’s 
precisely worded decrees, according the United States non- 
belligerent status, while maintaining her own neutrality 
towards Great Britain, Germany, Italy and Japan. 

Apart from the declarations of war by Costa Rica, Cuba, 
the Dominican Republic, El Salvador, Guatemala, Haiti, 
Honduras, Nicaragua and Panama, which are now explicitly 
allies of the United States, the measures taken by Latin 
Amtrica differ in form rather than in principle. Argen- 
tina, Brazil, Bolivia, Chile, Mexico, Uruguay and Venezuela 
have accepted the principle of regarding the United States 
as non-belligerent—this move has been called the lowest 
common denominator of continental solidarity, but it is no 
less significant on that account. Waiving as between the 
affected parties the regulations of international law govern- 
ing relations between neutral and belligerent, it offers 
among other advantages the use of ports and territorial 
waters unhampered by considerations of neutrality. The 
principle was first mooted last June in simultaneous Notes 
sent by Uruguay to all other American Governments ; this 
expressly referred to Article XV of the Havana Declaration 
ind invited examination of defence problems which would 
arise “should any American country be involved in war 
with nations of other continents.” The Uruguayan sugges- 
tion that such an American country should be accorded 
non-belligerent status was warmly received by most Govern- 
ments, notably those of Brazil and Mexico ; but the Argen- 
tine Government replied that it “considered unnecessary 
the ratification of the clear and precise agreements in force ” 
(referring to the Havana Declaration). It is recalled 
that in June, 1917, the Uruguayan Government decreed 
that no American country, which in defence ot its rights 
found itself at war with nations of other continents, would 
be treated as a belligerent. In view of the general adoption 
of this attitude towards the United States after the outbreak 
of hostilities in the Pacific, it is interesting to note that 
Uruguay’s energetic Foreign Minister, Dr Guani, has not 
only extended it to those other American republics which 
have declared war on the Axis, but has a!so broached its 
application to extra-continental nations fighting on the side 
of the United States. 

The republics in the proximity of the Canal Zone have 
fully recognised their strategic importance. Colombia and 
Mexico have severed diplomatic relations with the Axis 
Powers. Colombia is mobilising, and Venezuela’s President, 
General Medina, has declared that all the necessary steps 
will be taken to protect his country’s valuable petroleum 
supplies, while the Central American and ‘Caribbean 
republics already at war are organising a defence bloc. 
Mexican armament factories have been placed at the dis- 
Posal of the United States, and* sweeping measures pro- 
Viding for the use of Mexican ports and territory by the 

Mited States armed forces are reported to be imminent. 
Important aspect of Mexico’s co-operation is the aban- 


4 


donment of internal political dissensions in the interests o! 
a united front against Axis aggression. President Camacho’s 
appointment of the former President, General Cardenas, as 
commander-in-chief of the armed forces has proved exceed- 
ingly popular. With the closing of the political ranks, from 
extreme Left to extreme Right, with few exceptions, it seems 
likety that President Camacho will achieve a degree of 
national unity unheard of in recent times. 


The Magellan Straits 


The question of fortifying the Magellan Straits has been 
the subject of consultations between Argentina, Brazil and 
Chile. In Buenos Aires, it is pointed out that this channel, 
almost a thousand miles long, which by virtue of treaty 
provisions has never been fortified, offers Japan the only 
practicable access from the Pacific to the Atlantic and is 
close to Argentina’s Patagonian petroleum wells. In its 
sparsely populated and almost undefended neighbourhood, 
German residents predominate. Argentina’s fleet has already 
intensified its patrol of southern waters, and Argentine 
military and naval missions have just arrived in Washington 
to obtain equipment, up to a reported value of US$7o0 
millions, under Lend-Lease. In the discussion of Chile’s 
defences, attention has been called to her undefended Easter 
Island where von Spee’s squadron refuelled in 1914 before 
Coronel. Chile has called up naval reserves and is showing 
great interest in the protection of the Magellan Straits. Her 
long and vulnerable Pacific coast line is perhaps the reason 
why the Foreign Minister, Dr Juan B. Rossetti, is among 
the most ardent advocates of an early Pan-American Con- 
gress to discuss continental defence. 

Brazil’s Foreign Minister, Dr Aranha, when in Buenos 
Aires on his way to Chile in November, declared in a press 
interview that Brazil would unconditionally stand by any 
American nation attacked by an extra-continental Power. 
When asked whether his visits to Argentina and Chile indi- 
cated a revival of an ABC understanding, he replied that 
the Panama and Havana agreements had been signed by 
every nation of the continent, most of whom had signed 
bilateral treaties of all kinds ; he therefore sew no reason 
to reduce the American alphabet to three letters Referring 
to the air and naval bases under construction in the north of 
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Brazil, he declared that these would be unhesitatingly placed 
at the disposal of any American country, if continental 
defence so required. Subsequent events have proved that 
President Vargas, Brazil’s “ strong man,” fully supports his 
Minister’s advocacy of a united American front against 
aggression. Two days after the Japanese attack on Pearl 
Harbour, he struck a heavy blow at the important German 
interests operating in Brazil by blocking ail funds of non- 
American belligerents (assurances of sympathetic treatment 
for British interests were given). A few days later, the sus- 
pension of the Condor and LATI air services from South 
America to Europe was announced, owing to the refusal of 
the Standard Oil Company of Brazil to supply fuel in spite 
of contractual obligations to do so. These services, operating 
from Santiago via Buenos Aires, Rio de Janeiro and Dakar 
to Rome and Berlin, were the last remaining Axis-owned 
lines in the Western Hemisphere. With their demise, a 
notorious traffic in “diplomatic” passengers will cease, 
white the Axis-controlled countries will be deprived of a 
direct air mail service to South America. The United States 
Pan-Air system, which covers all Latin American countries, 
has arranged to take over the routes in Brazil abandoned 
by the Condor services. 


Safeguarding Resources 


Peru, which of all the Latin American republics has been 
the most susceptible to Japanese trade and cultural in- 
fluences, and where there is a Japanese community of 
22,000, has assured the United States of “all possible 
support.” Measures already taken include the blocking of 
Japanese funds (a move also made by Argentina and 
Uruguay). Ecuador, where eight months ago Japanese 
petro.eum engineers were required to establish residence in 
Quito, the capital, has now taken further measures to prevent 
sabotage. The Pacific seaboard from northern Chile to the 
Panama Canal is a vital link between the copper, nitrate, 
tin and tungsten resources of Chile, Bolivia and Peru and 
the arsenals of the United States. The Bolivian Govern- 
ment, which was already engaged in suppressing local Nazi 
activities, has now declared its readiness to undertake the 
armed protection of the country’s mines. Paraguay, where 
there is a powerful German community, is demonstratively 
anti-Axis and immediately sided with her neighbours in 
expressions of solidarity with the United States. 

The economic basis of continental defence has been laid 
in a succession of “ Reciprocal Trade Treaties ” concluded 
by the United States with Argentina, Brazil, Colombia, 
Costa Rica, Cuba, Ecuador, El Salvador, Guatemala, Haiti, 
Nicaragua and Venezuela. Negotiations are now in progress 
for similar treaties between the United States and Chile, 
Mexico and Uruguay, and numerous bilateral trade agree- 
ments have been arranged between the Latin American 
countries. Interest now centres on the conference to be held 
next month at Rio de Janeiro, where the Uruguayan Govern- 
ment has announced its intention of raising the whole 
question of the treatment to be accorded to Powers 
aiding the Axis and those siding with the United States, 
particularly in regard to the application of maritime 
neutrality laws. In an article condemning the Japanese 
aggression, which it claims to be “in harmony with the 
nocturnal devastation of the peaceful cities of Belgium, 
Holland and Denmark,” La Prensa of Buenos Aires com- 
ments on the forthcoming conference as follows: “The 
Lima assembly laid the foundations of solidarity, that of 
Panama assured and co-ordinated neutrality, that of Havana 
established the rights and obligations arising therefrom ; 
the next must organise a united defence. That will be its 
principal mission.” 
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Portugal’s Budget 
Estimates 
{FROM OUR LISBON CORRESPONDENT] 


January Ist 
AN admirable exposition of Portugal’s financial equilibrium 
precedes the estimates published on January Ist by the 
Minister of Finance. Estimated receipts are calculated to 
yield some £790,000 more than in 1941, while expenditure 
is put at £840,000 higher. The comparative table of receipts, 
in thousand contos (a conto is approximately £10), reads 
as follows :— 


194] 1942 

Direct taxation in genera 751-5 7579 
Indirect taxation ...... — 720 -5 748 0 
Industrial taxation ..... 94 -0 105 «5 
Yield of sundry services... 131-8 145-9 
Dominio privado .... 5 si 142 -6 147 8 
Yield on capital ....... baci 11-7 12-2 
Recoveries and replacements 135 -9 133-7 
rere ee 65-9 81-9 
2,053 -9 2,132 +9 


The actual sums allocated to the various Ministries are 
not stated, but a table showing the increase, or decrease, 
in thousand contos, is published. The main items are:— 


General charges ... +-23.0 Foreign Affairs .... + 15 
Finance ...... Sewics 1-4 Public Works ..... + 6] 
DOE. cageoates 4-0 BGeCOION ...2siss + OG 
CD ia db abo xiele 1-5 Economy ..... ae 
cates ees whe en's 8 -4 Colonies ... -14 
OS Se ee 2:7 


These are the net final estimates for increased outlay, after 
taking into account certain receipts which are not embodied 
in the budgetary estimates, and the result is that the actual 
expenditure authorised will be increased not by £840,000, 
but by £530,200. 

Extraordinary expenditure is put at 723,000 contos for 
1942, against 740,000 contos in 1941 ; it is noted that over 
60 per cent of this sum has gone on items of national 
defence. 

Rising prices and higher circulation of money marked 
1941, neither the State nor banking credit being responsible 
for the latter. A greater internal purchasing power, arising 
out of the extraordinary value of sundry products, together 
with an inability to expend the proceeds owing to the 
decline in imports, provides the explanation. Emphasis is 
laid on the fact that it is the first duty of the State not 
to aggravate this situation by an excess of expenditure. 
It calls for measures bearing on both public credit and on 
taxation, and the placing of a 3} per cent consolidation 
loan and the proposed tax on wartime profits indicate the 
line to be followed. The latter measure is still under dis- 
cussion. Public opinion is well content with the figures 
and the straightforward explanations which accompany 
them, though some people grumble at the presentation of 
a surplus rather than a reduction in direct taxation, 


Measures Against Profiteering 


Though Portugal has suffered less than any country in 
Europe from wartime restrictions, prices have risen in many 
lines. There are goods of which the supply may have tem- 
porarily fallen below current market needs ; there has been 
some disorganisation in the means of rapid distribution; 
and there has been a little hoarding by would-be profiteers 
—all of them factors tending to increase living costs, 
especially those of the working classes. whose margin 1s 
necessarily small. Prompt official action has, however, done 
much to scotch the evil. Enforced publicity for what the 
Government deems warrantable prices, wholesale and 
retail, backed by widespread and summary prosecutions of 
large numbers of proved offenders, has effectively checked 
further abuses. In a country of some six million inhabitants, 
largely peasant stock, measures of this sort, if conscientiously 
carried out, are likely to be successful. Coupled with the 
enforcement of decrees controlling exports, they have 
certainly restored popular confidence which looked like 
being shaken a few months ago by exaggerated rumours 
about shipments to Spain. Some small-scale smuggling 
there may be, but it is now obvious that the amounts 
involved are so small that their effect on Portugal’s gene 
economy is virtually nil. 
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German 


German Manpower 


A TENDENCY to use German statistics uncritically should 
be guarded against. Some results of the German census 
taken in May, 1939, have been published during 1940 and 
1941. According to this, Greater Germany’s population 
amounted to 79.4 millions in the Old Reich, Austria and 
the Sudeteniand (not including the 150,000 inhabitants of 
Memel); at the beginning of 1941, the population of Greater 
Germany plus the incorporated territories in the East and 
West amounted to roughly 92 millions, but, according to 
former estimates, the German-speaking population of the 
incorporated territorie’ numbered only 4.1 mullions. In May, 
1939, the census recorded in the total of 79.4 millions 39.8 
millions gainfully employed persons, or Erwerbspersonen; 
and if partially employed pensioners are added the total is 
41 millions. The total of gainfully employed persons in 
agriculture amounted to 10.9 millions, or roughly 27 per 
cent. This figure of about 40 million workers should not, 
of course, be compared with employment statistics in 
Al'ied countries—for example, with the numbers of persons 
insured against unemployment in Great Britain. ‘The term 
Erwerbspersonen in Germany is a collective term for em- 
ployers, independent artisans, independent farmers, family 
helpers, civil servants, members of the professions, salaried 
personnel and wage earners. Thus the total cannot be 
compared with the total of industrial and agricultural 
workers in other countries, but only with what, in the 
British census, is called “ persons gainfutly occupied ”"— 
and even there there are some discrepancies. The detailed 
figures of the German census have not been published 
yet. But in the grand total of 41 millions gainfully em- 
ployed persons (including part-time pensioners) ; there were 
probably about 245 million workers in the usual English 
definition of insured workers ; this was the figure published 
in May, 1939, for the total number of workers insured under 
sickness insurance. 


For agriculture, detailed figures were published in June, 


1941 :— 


(thousands) 
Independent owners 2,371 
Family helpers ............ ee 6,200 
Administrative personne salad aa 214 
Workers 2,130 
Sica 10,915 


The family helpers, a peculiar feature of peasant farming, 
are mainly the wives and daughters of the peasants, who 
would not be included as workers in the statistics of other 
countries, but who comprised 76 per cent of this total. 
Apart from agriculture, then, there were roughly 30 million 
gainfully employed persons—in the German definition. No 
details of their distribution have been published. But, 
according to former censuses, at least 10 per cent or even 
I2 per cent were employers, independent artisans and small 
shopkeepers; another 3 per cent were family helpers, again 
mainly wives and daughters of independent artisans, 
who are not counted in other countries. The remainder 
Were civil servants, probab!y in May, 1939, about 2 millions, 
workers in industry and commerce, and well over a million 
domestic servants ; by inference, the census figures for May, 
1939, suggest that the total number of soldiers was some 
1.3 millions—who were not included among the gainfully 
employed persons. 

In May, 1939, then, on this basis, the German labour 
force probably numbered roughly 24.5 millions, and only 
this figure is comparable with the number of gainfully em- 
Ployed workers in other countries. It is, of course, true that 
the large numbers of independent artisans and family 
helpers were a considerable labour reserve ; and it is quite 
Possible, in spite of the demands of the forces, that the total 
number of workers now employed in the enlarged Greater 
Germany is not much smaller than in May, 1939 ; 1.5 to 2 
million women and old-age pensioners may have been 
brought in and the number of foreign workers must be 4 
millions. But the point is that a colossal process of transfer 
‘and re-training has been necessary, independent artisans have 
been changed into waee-earners by closing down indepen- 
dent shops and so on. The labour force emp'oyed at present 
in Germany is very different in composition, mobility and 
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efficiency from that employed in May, 1939, and no esti- 
mates of present production can be made simply by com- 
paring mere numbers. 


* 


Labour Front.—The German Labour Front, the com- 
pulsory organisation for German workers, has developed 
into a big business concern. It combines 42 building 
societies which own 63,000 flats. The organisation controls 
a number of rapidly growing insurance companies with 
subsidiaries in Hungary, Belgium and Holland. The total 
value of 8.5 million life insurance policies amounted to 
Rm. 4,500 millions. This means that one-third of the total 
number of German policies are with the companies owned 
by the German Labour Front. The Bank der Deutschen 
Arbeit has grown into the fourth biggest German bank ; in 
1940 it reported total assets of Rm. 2,000 millions. 

7 


Cinemas.—Before the war the total number of cinemas 
in Germany was 6,700. After the incorporation of territories 
in the east and west, this number increased to roughly 
8,000. Shortly before the war only one-third of the total 
seating capacity was used. Since 1939, however, cinema 
attendance has considerably increased; the total number 
of tickets sold in 1940 is estimated at 840 millions against 
only 396 millions in 1938-9. It seems that, during 1940, 
newsreels were the greatest attraction ; at least, that is the 
official explanation of the increased attendance. The pro- 
duction of feature films is inadequate at the moment; the 
German and Italian film industries have to supply practically 
the whole continent. 


Letter to the Editor 


Insurance Competition—Lloyd’s 


TO THE EDITOR OF THE ECONOMIST 


S1r,—Your correspondent says that individual under- 
writers, being less concerned with considerations of good- 
will, need not be so generous in settling claims as the com- 
panies. I ask his attention for the folowing points :— 

(1) If underwriters were less generous in their settlements 
than their competitors could they within fifty years have 
built up from nothing their present very large fire and 
accident connection ? In particular, cou'd they through two 
years of war have maintained their American accounts ? If 
the American public has continued, as it has continued for 
twenty-eight months of wartime, to insure at Lloyd’s in the 
London market at rates which are often the same that they 
can get from insurance companies, then there must be some 
very good reasons for sticking to Lloyd’s ; and one of those 
good reasons is the excellent service that underwriters give 
in the generous settlement of claims. 

(2) Has your correspondent much personal experience of 
collecting claims at Lloyd’s or is he accepting hearsay state- 
ments without knowing both sides ? 

(3) The greater part of my life I have been a broker 
doing business with companies and underwriters, and I 
have had a hand in collecting thousands of claims, non- 
marine and marine, from both sides of the market. I can 
remember only two non-marine claims at Lioyd’s in which 
the policyholder, in my opinion, was treated *ungenerously. 
I can remember hundreds in which the treatment was 
extremely generous. I have no complaint whatever against 
companies in this respect, but I do recall two fire claims in 
which underwriters and companies were independently 
interested, in which underwriters behaved more reasonably 
than companies. I obtrude my own experience only because 
I imagine it is wider than your correspondent’s. 

(4) Companies draw their income from thousands of 
agents and direct clients. The loss of any one of them is 
per se of little moment. Underwriters get all their business 
from a comparatively small number of brokers. Does your 
correspondent rea'ly think that an underwriter sets less store 
on the goodwill of one of, say, fifty brokers than a company 
paces on the goodwill of one agent out of ten thousand ?— 
Yours, etc., 

INSURANCE BROKER. 



































































{- EW things in the field of economic statistics are more 
difficult than the accurate reporting of industrial profits. 
The very word “ profit” is a term of art, the implications 
of which are very different to the accountant, the economist, 
the tax-inspector, and the shareholder. For the accountant, 
it means a balance which satisfies the requirements of the 
Companies Act of 1929. For the economist, it means a 
residue of income after making all provision for maintain- 
ing capital intact—usually a very different thing. The tax- 
inspector’s definition is often further from the economist’s 
even than the accountant’s, while the shareholder—almost 
as powerless as the economist in these matters—reads with 
dumb gratitude, dismay or indifference, the profits figures 
which his directors “after making suitable provision for all 
forseeable contingencies ” have thought fit to disclose. 

No two companies’ profits are, therefore, strictly com- 
parable, on the published figures alone. Yet it is these 
figures, with their irregular accounting dates and periods, 
delayed several months before publication, which must 
be aggregated and assimilated if any account of total i 
dustrial profits is to be drawn up. The result is bound to 
be imperfect. The most that can be looked for, in its pre- 
paration, is consistency of treatment of the material, such 
as it is—and some is very good, and much of it improving. 
This, The Economist has striven to do for more than thirty 
years, pressing meanwhile for improvements in the report- 
ing of profits by companies. There is, in some quarters, 
however, a deep-rooted suspicion of all profits figures. 
Profits are a roguish thing—they vary with the length of 
the accountant’s foot. Directors make their allocations to 
hidden reserves; they treat taxation charges arbitrarily, 
making no attempt to observe a standard practice in this 
and many other items, like depreciation. Even EPT 
standards, for the most part, are not disclosed to share- 
holders. In the absence of facts of this sort, it is hardly 


TABLE I. 
The Economist Prorits INDEX 
July, 1935-June, 1936=100 


| First Second | Third | Fourth 








Quarter | Quarter Quarter. | Quarter 
i at 128-7 | 131-7 | asiée | 130-3 
itis cdakbebens 127-1 122-9 121-8 119-6 
1940 arate 119-6 =| 20-5 | 115-4 | 114-2 
SR xs reese | 112-3 | 105-1 =| 101-9 | 100-8 





For method of cak ulation, ‘and earlier figures, see The Et onomist, March 1, 194] 
and January 14, 1939. 


ProFits BY INDUSTRIAI GRoU PS—YEAR 194] 


| Total Profits Net Profits 
SS sn ee ae oe ai / 
Group | of | | 
Cos Previous | Latest | Previous | Latest 
| Year | Year Year | Year 
f | bbiadht: 1 f 

Breweries and Distillers.....| 110 {31,662,886 |33,118,711 |16,975,546 |15,403,982 
Canals and Docks veeeee}| 6 | 2,503,610 | 3,087.537 390,921 360,432 
Electric Lighting, etc. .. 17. (10,368,874 11,104,966 | 4,426,335 4,164,753 
Financial, Land andInvestmt) 176 (25,026,182 24,559,135 12,662,606 10,742,068 
i a EtLcSn sigss bh abeeee 17 2,890,681 | 2719,914 | 874,793 634,757 
Hotels and Restaurants ....| 19 2,125,448 | 2,195,049 | 1,126,880 ' 1,066,198 
Coal, Iron and Steel = 133 [36,280,585 35,495,501 (18,776,175 15,327,291 
Motor, Cycle and Aviation..| 45 {13,971,368 13,339,066 | 5,619,214 , 4,337,761 
St St eeugkeneseeserweknd | 14 |20,378,784 22,094,408 11,054,838 | 8,829,149 
See ...| 333. | 7,971,784 12,087,270 | 3,938,433 | 4,463,833 
Shipping exces kncene | 31 |13474,214 15,269,501 | 3,164,048 | 4,647,317 
Shops and Stores .......... | 68 |26,191,175 |26,200,476 |12,210,638 | 9,697,080 
EE ; 81 3,800,512 | 3,541,153 | 1,160,689 996,732 
Telegraphs and Telephones..} 11 7,864,626 | 9,893,203 | 2,457,228 | 3.179,871 
Ns iS fa dob is san hee 75 17,632 438 18,539,091 , 9,363,234 | 8.185.942 
Tramway and Omnibus.....] 20 | 7,682,418 | 8,954,531 | 3,200.812 | 3,338,521 
Trusts ana bimaiae ..| 185 {15,981,439 15,276,575 | 7,373,095 | 6,411,374 
Waterworks .. secsteceel 26 | 2,504,711 | 3,365,407 905106 | 852,838 
Building Materials | 53 | 7,530,319 | 7,216,501 | 4,079,445 | 3.315.048 
Food, Confectionery & Dr ink) 70 {13,071,602 12,941,253 | 7,459,025 | 6,611,436 
Electrical Equipment ......| 33 {11,351,088 11,818,569 | 6,283,632 , 5,743,341 
Newspapers, Printing, etc ..| 63 | 9,059,226 , 9,146,541 | 4,982,613 | 4,231,964 
Tobacco alm j 12 (21,573. 953 19,786,080 19,365,577 17,401,548 
Warehonse and Trading .... 24 2,900,882 2,400,128 1,614,431 1,433,084 
Other Companies .........- | 429 '65,175,776 68.278,174 39,153,762 34,274,237 





Total Year 1941 ....... 2041 378,774,581 391, 428, 740 198, 619,076 175, 65 ),5 
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THE BUSINESS WORLD 


Profits, Prejudice and Production 


surprising that industrial workers should greet “ with a roar 
of laughter,” the self-evident proposition that, under 


régime of 100 per cent EPT, the profit motive in industry 


has disappeared. 

The shortcomings of the available profits figures can 
be admitted, without destroying the very strong evidence 
(reiterated in these quarterly articles since the early months 
of the war) that industrial earnings as a whole have no 


been inflated in war-time, and that industrial shareholders. 


as a whole, are receiving considerably smaller net dividend 
warrants. EPT at high rates is, of course, prone to produce 
extravagance, and even inefficiency —but income- tax a 
tors have rigid ideas about allowable expenses. And j 
dustrial shareholders, now reduced to the level of readin, al 
best, and risk-bearers at worst, will share none of the gusty 
mirth of the ranks of labour in the present situation, Al 
the available figures point to the effectiveness of the contro! 
over profits. The best general test is perhaps The Economis: 
index of profits. With all its statistical defects—and these 
are readily conceded—the index has shown a steady down- 
ward trend throughout 1940 and 1941. The latest figure of 
100.8 for the fourth quarter r of 1941 shows that the general 
level of industrial earning power, after taking account of 
EPT and increased standard income-tax, has been reduced 
to somewhere near the average level of the twelve months 
ended June, 1936. As Table I below shows, profits 
under war-time control have been considerably lower than 
profits in the rearmament period. 

A qualification—though it imparts delay rather than dis- 
tcrtion to the results—must be mentioned regarding the 
1941 figures. Last year, we received 2,041 Company reports, 
compared with 2,270 reports in 1940, and 2,342 in 1939. 
For obvious reasons, the time lag between the earning of 
profits and their publication is tending to increase. The 
rough mean peace-time interval of six months has prob- 





raBLeE II.—PROFITS OF YEAR AND QUARTER 


Profits of 1941 Profits of Fourth Ouarte 














Companic 1941, Companies 
- 
| ! Gross | Gros 
Previous | Latest Prof s Previous Latest Profits 
derived | ,; . derive 
Financial |Financial aie Financial |Financial ron 
Year Year | Net Year | Year | Net 
Profits§ Profits 
| 
£000’s £000's | £000's £000's £000’s | £000's 
Potal Profits* 378,775 | 391,429 92,795 96,439 
Depreciation .. 31,947+ : 8,277! 
Deb. interest a ad 180156 16,685 | 21,553 51,121 5,586 | 6,109 
Other Chargest .”....| 167,147 44,034) . 
Net Profits | 198,619 175,650 | 236,408 | 41,674 38,542 | 47,771 
Pref. dividends... ...| ‘i 42,311 | 55,339 | esd 11.985 | 14,074 
Ord. dividends .....| sas 107,068 | 154,798 ; | 18,720 | 25,860 
Added to free res. ... a | 26,271 26,271 | 7,837 | 7,837 
| 
* After dunesiatien where not cupanetely stated t Where separately state: 
t Including taxation. § i.e., after adding back tax charges deducted in striku 


net profits. 


TABLE III.—DISTRIBUTION OF PROFITS AND RETURN ON CAPITA 














Proportion of Gross Rates of Payment (Gross) 
Profits % | (Based on Gross Profits) 
— | | ’ — j 
| = | To Free Earned] Pak 
— oo | Re Deb. | Pref on | © 
Le | BV. | serves Ord. | Ore 
1940 | % % % % 
lst Quarter...........] 17-5 | 71-6 | 10:9 | 4:2 5-5 | 15-1} 132 
2nd Quarter...........| 20-3 | 65:0 | 14:7 | 4:8 |! 6-2 | 12-3 | 10¢€ 
3rd Quarter... 29-4 | 55-9 | 14-7 | 4-9 | 69 12:2 | 9 
4th Quarter.... ...| 23-6 | 61-4 | 15-0 4-8 5-8 | 12:1 9° 
SEE oa bos <000% 21.5 | 65.1 13.4 | 4.6 | 6.1 | 13.2 | 10.9 
1941 
Ist Quarter.......... 17-7. | 73-1 | 92 | 4:5 6-1 | 16:3 | 14 
2nd Quarter....... | 23-4 | 65-9 | 10°7 | 46 6-8 | 106 | 9% 
3rd Quarter 1 25:7 | 650 | 93 | 4:5 6-9 | 12-1 | 10¢ 
4th Quarter..... | 29-5 | 54-1 16-4 | 46 6-4 | 109 8-4 
Whole Year ........... | 23.4 | 65.5 | 11.1 | 4.5 | 6.6 | 12.4 | 106 
| | oe 
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ably been extended by between one and two months. But 
though this has reduced the number of reports received in 
1941, it has distributed them much more equally among the 
four quarters, and nas thus tended to smooth out a distor- 
tion to which the peacetime figures were subject. 


Table II, at the foot of page 110, compares the profits 
of the 1941 companies with their previous years’ 
earnings, and also gives the corresponding figures for fourth 
quarter companies. These figures are similar in pattern to 
those discussed in these quarterly articles over the past two 
years. The 1941 companies, after providing for EPT, the 
bulk of their depreciation, and some part of their standard 
income-tax, showed an increase in total disclosed profits of 
rather over 3 per cent, to £391.4 millions. Their net profits, 
after meeting a substantial part of their taxation charge 
(though not the whole) fell by more than 10 per cent to 
{175.7 millions. The corresponding movements for fourth 
quarter companies were a rise in total profits of approxi- 
mately 4, and a fall in net profits of nearly 8, per cent. 


It may be argued (though the facts are not available for 
proof) that such figures are contrived to give an appearance 
of reduced profits at present by setting aside undue hidden 
allocations to depreciation and other reserves. Even if this 
were so, however, it would be quite wreng to suppose that 
such hidden reserves would represent a tax-free postpone- 
ment of dividends from present to future. Any excessive 
allocations to depreciation or contingency reserves—“ ex- 
cessive,” that is, in relation to the strictly defined allowances 


_permitted by the income-tax rules—are written-back to 


profits before EPT and income-tax are assessed. Such pro- 
visions may, of course, be made in some cases, and the 
considerations prompting them may conceivably have a 
deleterious effect on war production. But they are not 
“costless ” from the taxation standpoint, and the greater 
probability is rather that, under the present taxation régime, 
many companies must be in some difficulty to provide 
satisfactorily for the future, and at the same time to satisfy 
the reasonable expectations of their shareholders. 


Table II shows the cquivalent gross profits derived from 
net profits, as shown in annual reports, by the necessary, 
and laborious, adjustment for income-tax, where this is 
deducted from reported profits. These figures form the 
basis of the distribution and dividend record set out in 
Table III. There has not been much change in 
distribution policy betweea 1940 and 1941. In each year, 
ordinary sharzholders received slightly less than two-thirds 
of the profits available for dividends, before charging income- 
tax. Preterence shareholders received a somewhat higher 
proportion of the total, and also a higher average rate of 
payment. But, for ordinary shares, available gross earnings 
were reduced from 13.2 per cent to 12.4 per cent, and the 
average rate of payment from 10.9 per cent to 10.6 per 
cent. In terms of net returns, after income-tax, there can 
be no question that the equity shareholder last year was 
appreciably poorer than in 1940. 


The final table shows (reported) total and net profits by 
dustrial groups for 1941. Although several of these groups 
show an increase in total profits, it is significant that the 
two typical ermament groups—<oal, iron and steel, and 
motor-cycle and aviation—1eveal a fall. It is a less satis- 
factory reflection on the development of our war effort 
that the main consumption groups—breweries and distil- 
ries, shops and stores, and food, confectionery and drink 
—show such conspicuous stability. It may, however, be 
doubted if their total prcfits will be so well maintained in 
the current year. Nor can rubber shareholders, who en- 
joyed an appreciable increase in net profits last year, expect 
anything but unrelieved hardship during 1042. The in- 
creased net profits of shipping and telegraph companies last 
‘Car represented not se much high earnings due to war, 
is depressed earnings in the standard EPT years. Such 
results, however, are exceptional, as is the rate of increase 


n total profits of such groups as textiles and miscellaneous 
companies, 


The figures cited in this article point conclusively to the 
effective control of profits and dividends by the wartime 
‘mancial machinery. They are not in themselves conclusive 
tvidence of the equitable distribution of wartime sacrifice 
between the main participants in the national income. That 
proof must wait until the next Budzet White Paper, which, 
‘t may be hoped, will bring up to date the estimiates first 
troduced last year. If, in the meantime, these figures 


‘help to allay the suspicion that war is a good thing 


lor industrial companies and their shareho!ders, they shou!d 
wae to imcrease war production. That end, and not the 
Pursuit of sectional interests, is still the vital aim. 
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STATEMENT OF ACCOUNTS 
December 31, 1941 


LIABILITIES £ 
Capital paid up 15,158,621 
Reserve Fund ... 12,410,609 


Current, Deposit and other 
Accounts ... 687,206,091 


Acceptances and Confirmed 
Credits 


Engagements ... 


4,886,593 
9,815,130 
ASSETS 


Coin, Notes and Balances 
with Bank of England 


Balances with, and Cheques 
on other Banks 30,257,946 


Money at Call &Short Notice 22,214,419 


Bills Discounted (British 
Treasury Bills £30,196,989) 33,461,839 


Treasury Deposit Receipts 159,000,000 
Investments ... 206,146,013 
Advances & other Accounts 169,812,486 


Liabilities of Customers for 
Acceptances, etc. ... 


75,553,266 


14,701,723 


Bank Premises 9,089,436 


Shares in Yorkshire Penny 
Bank Ltd. sai 

Shares in Affiliations: 
Belfast Banking Co. Ltd. 
The Clydesdale Bank Ltd. 
North of Scotland Bank Ltd. 


Midland Bank Executor 
and Trustee Co. Ltd. ... 


937,500 


8,302,416 


Head Office : 
POULTRY, LONDON, E.C.2 
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Finance and Banking 


Loans in Demand 


The market has found itself hard put to it this week to 
satisfy its loan requirements. Although the £70 millions of 
Treasury bills tendered for last week were under-allotted 
to the extent of £5 millions, and the banks have this week 
had to make no Treasury deposit payments, the drain on 
bank cash has been persistent and heavy. The main factors 
in this movement have been the transfer of tax moneys to 
Government accounts and the recovery in subscriptions to 
Government issues, including the new Tax Reserve Certifi- 
cates. The position has been further tightened by continued 
repayment of Government debt at the Bank of England 
und by the fact that clearing banks have this week begun 
cheir January making up. As a result the banks lave been 


very diffident buyers of bills, and, on occasion, the market 


has had to have recourse to the Bank of England agent, who 
has been ready to buy the shorter-dated bills—ranging up 


to end-of-March maturities—in order to allow the market 
to take up the new bills for which it tendered last week. 


Judging by the Bank return, which shows a reduction of 
£2,375,000 in Government securities, these special pur- 
chases must, in the main, have been made for public 
departments and not for account of the Bank. Apart from 
the lack of any appreciable outlet for bills with the clearing 
banks the market has found the supply of non-clearing 


bank money dwindling appreciably. As a result, some 


borrowers have found it necessary to go to their clearing 
banks for bond money. The Bank return reflects this more 
stringent position in a reduction of £7,689,000 in bankers’ 


deposits. The counterpart to this movement is to be found 


in an increase of £8,358,000 in public deposits, restoring 


these to the more normal level of £15,022,000. The return 
of notes from holiday and year-end circulation continues, a 


reduction of £3,026,000 in the active circulation taking place 


in the week to Wednesday last. 


The Discount Market’s Year 


The results of the three discount companies for 1941 
show that the market has just emerged from a Satisfactory 
and prosperous year. The changes in the main balance. 
sheet items over the year and a comparison of the profix 
with those for 1940 are given in the following table: 


In £000’s 

Union National Alex- Total 

Bills and Short Discount Discount anders 
Bonds........End 1940 46,460 32,059 25,509 104,028 
» 1941 54,101 36,234 24,104 114.439 
Investments . , 1940 19,439 18,564 13,637 51,649 
» 1941 21,919 15,165 18,220 55.304 
Net Profits* , 1940 342 267 167 776 
1941 375 277 166 818 


* Before deducting income tax on distributed profits, 


It will be seen that, on the basis of a capital structure which 
has remained unchanged over the year, the scale of opera. 
tions has expanded appreciably and that net profits have 
responded appropriately. The combined bill and bond 
portfolio of the three companies has risen by 9 per cent, 
Their aggregate net profits, shown before deduction of tax 
on the dividends, were 5.4 per cent higher than those shown 
for 1940. The nature of the discount companies’ operations 
can no longer be ascertained with precision, now that it has 
become the general practice to combine the bill portfolio 
and the holding of short-dated bonds in one balance-sheet 
item. The precise moment at which an investment becomes 
eligible for hobnobbing with the bills seems to vary some- 
what with the idiosyncracies of the various firms of 
accountants who audit the discount companies’ accounts. 
But it will not be far from the truth to suggest that as a 
general rule the line between investments and short-dated 





THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


CAPITAL - - £3,000,000 
RESERVE FUND- £3,000,000 


Head Office: 38 BISHOPSGATE, LONDON, E.C.2 


London (117/122 LEADENHALL STREET, E.C.3 
Branches | 28 CHARLES II] STREET, HAYMARKET, S.W.! 
Manchester Branch: 52 MOSLEY STREET 
Over 40 Agencies and Branches throughout the Far East, &c. 
Drafts granted on Agencies and Rranches, Bills of Exchonge bought 
and received for collection. Letters of Credit and Travellers’ Cheques 


issued, and every description of banking business transacted. 
The Rank also undertakes Trusteeships and Executorships. 











BANK OF NEW ZEALAND 


Incorporated with Limited Liability in New Zealand by Act of 
General Assembly, 29th July, 1861. 


Head Cfiice: WELLINGTON, NEW ZEALAND 
H. R. H. CHALMERS, General Manager. 





%& Branches and Agencies} Authotised Capital £7,03!,250 
at over 220 points in Paid-up Capital . penne’ £6,328,125 
New Zealand and at| Reserve Fund and Un- 

. : divided Profits, 1941 £3,967,500 
Victoria ; 


Melbourne, 


Sydney, New South £10,295,625 

Wales : ji: oe 
“ $s Som, FF Aggregate Assets at 

Apia, Samoa. 31st'March, 1941 ... £55,616,460 








% Issues Drafts and Letters of Credit. 
% Makes Telegraphic Transfers. 
* Negotiates and Collects Bills of Exchange. 





London Office: | QUEEN VICTORIA STREET, E.C.4 
JOHN FORBES, Manager. 
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A complete banking service is offered in 

every part of Australia, New Zealand and 

the Pacific Islands by Australia’s oldest 
and largest bank. 


LONDON OFFICES: 
29, Threadneedle Street, E.C.2. 47, Berkeley Square, W.1. 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hongkong, The liability of members 
is limited to the extent and in manner prescribed by Ordinznce 
No. 6 of 1929 of the Colony.) 
AUTHORISED CAPITAL - - - « $50,000,000 
‘“§SSUED AND FULLY PAID-UP «. ~ $20,000,000 


STERLING - - - £6,500,000 
RESERVES CUNSS HONGKONG CURRENCY $10,000,000 


RESERVE LIABILITY OF PROPRIETORS $20,000,000 


Head Office, HONGKONG, 
temporarily transferred to 

LONDON OFFICE, 9, Gracechurch Street, E.C.3. 
Acting Chief Manager: A. Morsk&. 


BRANCHES AND AGENCIES THROUGHOUT INDIA AND 
THE FAR EAST, Bte. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 
9 Gravechurch Street, F.C.3, a Company incorporated in England an 
an affilinte of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 
Full particulars may be hed on application, 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 





ANNUAL INCOME EXCEEDS -_ £!3.000 000 
ASSETS EXCEED - : -  £74.000 000 
CLAIMS PAID EXCEED- - - £133,000,000 


(1940 Accounts) 
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bonds appears to be passed when there are three years to go 


to the nearest maturity date. Thus Conversion 2’s and, 
with a little stretch, Conversion 5’s would qualify, though 
the latter with their 1944-64 dates must, in these uncertain 
days, jostle rather uncomfortably with the three months 
Treasury bills which are their balance-sheet companions. 


‘ft should be noted that this balance-sheet classification 


carries no weight with the clearing banks in their judgment 
of collateral for money market loans. To them the bills 
eligible as collateral for I per cent money must have less 
than six months to run. Any other security, however it 
may be treated in the borrowers’ balance-sheets, only ranks 
for 1; per cent loans. This, however, does not at present 
disturb the discount houses unduly. As far as may be 
judged from the experience of the clearing banks, it is only 
a negligible proportion of the discount market’s bonds 
which is normally financed by loans from these institutions. 
It is only when money is in short supply that recourse has 
to be made to this comparatively expensive accommodation. 
Normally the bulk of the discount market’s short and 
medium bonds is financed with non-clearing bank money 
which is generally available at 1 per cent and, on occasion, 
may be borrowed “overnight” at } per cent. If this is 
borne in mind, and if it is realised that even at current 
prices the yield on the bonds held by the market ranges 
between 2 and 2} per cent, the explanation of the increase 
in discount market profits last year is self evident. 


* * * 


The True Bill Holding 


Any attempt at segregating the bills from the bonds with 
which they are combined in the discount companies’ 
balance-sheets must, for the outsider, be largely a matter 
of guesswork. The only public clue to.the problem is 
that provided by the evidence on the volume of Treasury 
bills issued to the discount market syndicate and outstand- 
ing at the end of the year. That figure was around 
£300,000,000 at the end of 1941. The clearing banks—whose 
year-end figures are as yet incomplete—are likely to show 
a bill holding of about £165,000,000 at the close of the year, 
leaving some £135,000,000 as the total of bills held by non- 
clearing banks supplied by the discount market (including 
the substantial sales made to the official buyer in the closing 
days of the year) and the portfolio of the market itself. In 
the light of these indications, the aggregate holding of bills 
and short bonds of the three companies alone, namely, 
£114,439,000, must include a proportion of bonds which 
at least challenges comparison with that of bills. 


* * * 


United Kingdom Gold and Dollar Resources 


The December issue of the Federal Reserve Bulletin 
contains a detailed commentary on the evidence on gold 
and dollar resources of the United Kingdom placed betore 
a committee of the House of Representatives by the Unite 
Staies Treasury in connection with the hearings under the 
second Lend-Lease Appropriation Bill. The main relevant 
figures were given in The Economist of November 22, 
1941, but the detailed evidence includes some highly inter- 
esting additional information. The estimates of United 
Kingdom gold and dollar resources on September rst last 
provide the first official intimation of the amount of dollars 
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tied up in trusts in the United States held for British bene- 
ficiaries. Of direct and miscellaneous investments of $785 
millions on September 1, 1941, a sum of $290 millions was 
represented by such trust holdings which “are established 
under United States law, and hence may be unavailable to 
the British Government.” To compel the trustees concerned 
to hand over the funds would involve the enactment of 
legislation in the United States, the constitutionality of 
which would be so doubtful that it would certainly be 
appealed to the Supreme Court. 


* * * 


Coupon Banking Accounts 


Lord Wardington, in his address to shareholders of 
Lloyds Bank, has given the first authoritative account of the 
new role the banks will be called upon to play in the 
operation of: the clothes rationing scheme. It will be readily 
understood that the scheme, involving as it does the issue 
of some 3,000 million coupons a year, and their peregrina- 
tions, in several intermediate stages, from the buying public 
to the manufacturer, presents formidable problems of 
organisation and handling. But for the utilisation of the 
banks in solving these problems, a vast new department of 
the Board of [rade would have had to be created and 
staffed by a considerable personnel. By the scheme which 
has been evolved, the banks have undertaken to open 
coupon accounts for every trader affected by the Consumer 
Rationing Order. The coupons will first reach the banks 
from the retailers and will be credited to coupon accounts 
opened in the names of these firms. At that moment the 
coupons will cease to be currency and will become credit 
transferable by certified transfer orders as between retailers, 
wholesalers and ultimately manufacturers, in whose names 
coupon accounts will also have been opened. That credit 
will be cancelled as the coupons reach their ultimate destin- 
ation, while the supply will be fed by purchases in the shops. 
It will be the banks’ responsibility to ensure that the out- 
standing volume of coupon credit is, in effect, no greater 
than that indicated by the coupon currency put into circu- 
lauon by purchases at the shops. This means, in the first 
place, some method of counting and checking ; secondly, 
as Lord Wardington pointed out, “no overdrawing” on 
coupon accounts. It may be assumed that the banks will 
receive a modest remuneration for operating these accounts 


* * x 


Erlangers’ Acceptances 


Interesting evidence not merely of the survival, bu: 
the vigour of the domestic acceptance credit is provided 
by Erlangers’ balance sheet for December 31st last. The 
feature of the balance-sheet comparison covering the ye2: 
1941 is the increase of acceptances from £2,222,733 to 
£2,687,282. The rise in this total is explained as being 
“almost entirely due to an increased demand for facilities 
on the part of the company’s clients in the United King- 
dom, practically all of whom are now engaged on work 
essential to the war effort.” These figures may well appear 
minute in the scale set by the clearing banks’ totals of 
loans and advances, but their trend is none the less a 
significant indication that the acceptance houses are bring- 
ing their own specialised contribution to the task of 
financing war industry. 


Investment 


A Reduced Tempo 


There has been little change in stock market condi- 
tions. The principal sections to improve have again been 
trustee securities and leading debentures just outside that 
class. In the past few days, however, the accent has moved 
from the junior stocks, within these categories, to long- 
dated or irredeemable Government stocks and similar first- 
class municipal securities. This seems to be solid invest- 
ment buying, which is the more satisfactory in that it 
corresponds with a period when a heavy influx of taxes 
is being used, in an exceptional degree, to pay off debt, 
and so resu!ts in a temporary reduction in the amount of 
Money available. Elsewhere, there have been occasional 
spurts in speculative counters, especially South American 

nds, but these have been of little importance, and, on the 
whole, both industrials and other sections of equities have 


tended to sag. There has, indeed, been a considerable re- 
verse in oil shares. The explanation of this state of affairs 
lies largely in the seasonal character of tax collection, but 
it owes something to the course of the war. In the Far 
East it is impossible to detect any favourable factor, which 
is likely to be of importance in the immediate or early 
future. The market and the investor had, perhaps, resigned 
themselves to that some time back, and there afe even those 
who are making preparations to take up Malayan tin and 
rubber shares when they feel that the bottom has been 
reached. What is, possibly, of more immediate importance 
is the fact that, both in Russia and in Libya, the conflict 
has reached a critical stage. So far the course of events has 
been sufficiently favourable to the Allies, but the tempo 
of the <dvance has slackened in both theatres. If Rommel 
can be thrown out of North Africa, and, even more, if 
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Leningrad and the Crimea can be definitely freed, and the 
position west of Moscow consolidated before the spring, 
then the outlook is excellent. But if Germany succeeds in 
holding on at all or any of these points, it is far from clear 
how valuable the gains, so far made, will really prove to be. 
So, at least, the market argues, and, in the existing temper 
of the country, there is perhaps nothing so likely to benefit 
the stock market as good news of a more definite character 
from one or both of these fronts. There is some evidence 
that it may be coming from the Russian. It is a fairly safe 
guess that news of this sort would more than outweigh 
further adverse developments in the Pacific. 


Conflicting Trends 

Important as seasonal and military factors.are in deter- 
mining the course of business from week to week, there 
are more fundamental underlying causes of the investor’s 
uncertainty, to which reference has been made in The 
Economist more than once. It is possible that the surplus 
of incomes, individual and corporate, available for invest- 
ment is actually declining. Such a surplus nevertheless 
exists and a large part of it must be in the hands of trustees, 
companies and others who find themselves virtually com- 
pelled to put it into gilt-eged securities, other than those 
now on tap. But the net amount so placed appears to be 
very moderate, and it is a fact that there are considerable 
sales of these stocks. The proceeds are used for a large 
variety of purposes, but some of them go into equities. 
These purchases appear to be dictated as much by fear 
of what may happen to the level of interest rates or the 
value of money, or both, as by hopes that, at some distant 
date, industrial concerns will be relieved from some of 
their present burdens and shareholders will again be allowed 
to receive a larger reward. It is to be hoped that these 
xpectations will, in a reasonable degree, be realised, but 
it is greatly to be regretted that month follows month and 
nothing is done to lessen the danger of a potential inflation. 


This point has been the main theme of more than one of. 


the leading bankers in their recent annual statements. 
[he need for a real wages policy has been urged in The 
Economist on several occasions, but nothing is done. To 
buy equities in the hope of escaping the full consequences 
of a possible inflation, caused by swollen payrolls, may be 
in act of faith, but it is the only course open to the investor 
who favours action. It is the conflict between this view 
and that of the investor, who is concerned mainly with a 
tixed cash income, which is responsible for the very 
moderate changes in a very wide range of prices at a time 
when the near future is extremely uncertain. Thefe can 
be little doubt that, if the inflation bogey were laid, fixed 
interest stocks would assume the lead in a more definite 
manner, given the acute uncertainty as to what level of 
ndustrial profits will be permitted for a number of years 
to come 


Viscose Valuation Clue 

The figures on British dollar assets given in the Federal 
Reserve Bulletin are commented on in a Finance Note on 
page 113. But they also contain one point of considerable 
investment interest. This appears to have particular 
reference to the value of the Viscose Corporation, 
irbitration on which is still in process between the 
Government and Courtaulds. It will be recalled that 
the earlier figures, given in some detail in an article in The 
Economist of November 22, 1941, showed a book value of 
jirect and miscellaneous investments of this country in the 
USA of some 785 million dollars on September 1, 1941. 
Che new evidence also gives realised values, and while the 
»00k valuation of these assets is down by $115 millions, 
he realised value has fallen only by $80 millions. So far 
is is known, the only large operations involved are the 
Viscose sale »nd loan of $40 millions to the Brown and 
Williamson Tobacco Corporation. It has always been 
understood that this loan represented the amount esti- 
mated to be realised on a sale of the underlying assets, and 
it is not easy to see how, the sum having once been fixed, 
there could be any difference between the original and the 
final figure. In the absence of any other information, the 
evidence suggests strongly that the whole of the difference 
of $35 millions arises from the fact that the Viscose hold- 
ing was disposed of for much less than the valuation placed 
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upon it. If this argument is sound, the lapse of time si 

the Viscose contract was implemented makes it unce mr 
that $35 millions represents the whole difference. It js = 
stantially less than the figure advanced by Courtaulds i 
their statement of June last, and the fact that the can 
realised fall is notably below the gross receipts on the Bro 

and Williamson loan and the Viscose sale suggests that an 
part of the funds may have been transferred prior to a 
date of the earlier figure quoted in evidence. The corr . 
inference to be drawn from these figures is not very dau 
but they are the first hint of what the original valuation - 
have been. _ 


War Damage in Malaya 


; Representatives of Malayan enterprises have now 
formed a committee to look after their interests in the 
matter of war damage. As with so many other aspects of 
Malayan activities, this question had not been seriously 
tackled until too late for a fully fledged scheme to be in 
operation when invasion commenced, but it is far from 
clear that, had the Government been less tardy, most of 
the damage would have been covered. When a whole 
country is invaded, it is evident that a mere spreading of 
the burden of war damage may leave the individual burden 
very heavy if the damage done is, in fact, extensive, and 
it is all Lombard Street to a China orange—at their pre- 
war values—that outside assistance wil! be expected. Indeed, 
when every allowance is made for any shortcomings of the 
local Government and of the trading and productive 
interests, there remains a case in equity for a general pool- 
ing of all damage among the Allies. Consideration of the 
war damage scheme in operation in this country suggests, 
however, that its objects are less to give compensation at 
once to all those who suffer damage than to provide a 
means of financing such reconstruction as is necessary for 
the continued prosecution of the war. In Malaya, that need 
can scarcely be said to exist, since virtually the whole area 
is now beyond our control. There can be no question of 
paymemt of compensation now, and this appears to be 
realised by the committee. It is very doubtful whether any 
valid conclusion can be reached at this early stage as to 
the nature or extent of the damage, and until that is known 
it is not profitable to discuss a method of dealing with it. 
This lack of certainty is extremely unfortunate for share- 
holders and others concerned, but they are no worse off 
than many others. They can in all probability look forward 
to some measure of compensation or reparation, or both, 
but they can scarcely hope for a cut-and-dried scheme in 
the near future. 


Montreal Committee’s Programme 


The executive committee, representing British holders of 
the Montreal stocks, has opened its campaign with a letter 
to holders in which it sets out three claims—the right to be 
consulted, the right to oppose an arbitrary and _ unilateral 
alteration of the terms of the contract under which the loans 
were made, and the right to be heard and treated separately 
from other bondholders. British holders have not been con- 
sulted. The British Insurance Association, which alone was 
approached by the Canadian committee, is interested in 
less than Io per cent of the total British holding of sterling 
stocks, and the offers made show a complete disregard for 
the terms of the prospectuses under which the money was 
raised, (In this connection, it may be pointed out that in 
virtue of the mere fact that these loans are in sterling and 
not in dollars, the service of them costs Montreal 8 per cent 
less by reason of the devaluation of the pound in Sep- 
tember, 1939) Whether the claim to separate—not neces- 
sarily different—treatment is granted or not, the com- 
mittee’s grounds for objecting to. the suggested terms stand. 
They are, substantially, those already set out in The 
Economist, but they warrant restatement. The committee 
is ready for any compromise which arises reasonably from a 
permanent change in the position of the borrower, and to 
which he has not contributed deliberately o1 carelessly. 
What they are not prepared to accept is that a’ debtor, who 
finds himself in a temporary difficulty, shall be entitled to 
pass the burden on to a creditor, who has a valid contract 
and who, moreover, lent money, for the most part, for 
productive expenditure. There have been far too many 
cases, over the past decade or so,of defaults in which the wil} 
to pay was more conspicuously absent than the power to 
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do so, but the defaulters have not been British, There can 
be very little doubt of Montreal’s ability to meet the bill in 
full, and it would be a poor augury for the future if the 
premier city of the oldest Dominion were to be the first to 
extend this unwholesome practice to the Empire. 


. 7 * 


BAT Investments 


The full accounts of British-American Tobacco for 
the year to September 30th last provide no information 
relating to profits which was not contained in the pre- 
jiminary statement discussed in last week’s Economist. The 
most striking feature of the balance-sheet is the jump in 
the excess of liquid assets over current liabilities, excluding 
inter-company items, from £4,354,064 to £8,228,231. The 
decline in stocks from £5,143,665 to £4,842,554 is moderate, 
although it is probable that the reduction in volume has 
been greater. A sum of £3,053,125 against nil has been 
invested in British Government securities, and cash hold- 
ings are up from £3;,391,920 to £5,653,790. All classes of 
creditors have risen only by some £2,500,000 to £12,230,628, 
and debtors are up by some £1,800,000, but the balance is 
achieved by a reduction of some £5,000,c00 in investments 
in subsidiary companies. These large changes are, presum- 
ably, a reflection of the pledging of the Brown and 
Williamson Tobacco Company’s investments, and of the 
receipt by BAT of £6,250,000 from that concern. The £1 
ordinary stock, at 82s. 6d., ex dividend, yields £3 Ios. 8d. 


r cent, tax free. 
= P * * os 


Tobacco Results 


Results of two tobacco holding companies, Tobacco 
Securities Trust, which is itself controlled by BAT, and 
United Tobacco Companies (South) indicate that, in both 
cases, net earnings were approximately maintained last 
year. In the case of Tobacco Securities Trust, which also 
carries on the business of an investment trust, the pre- 
liminary statement far the year to October 3Ist gives net 
profits of £432,216, against £498,910. As in recent years, 
the ordinary capital received 16 per cent and the deferred 
capital 4.5714 per cent, both less tax at 7s. sd. Earned 
rates are virtually unchanged at 16.1 per cent on the 
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ordinary capital and 5.0 per cent on the deferred capital. 
Gross income of United Tobacco Companies (South), in 
the year to September 3oth, is reduced from £1,100,336 to 
£1,067,225, mainly on account of a fall of some £23,400 
in income from subsidiaries. The bonus on ordinary and 
deferred capital is reduced from 7} to 6} per cent, making 
a total of 36} against 373 per cent, free of South African 
income-tax. Equity earnings amount only to 36.1 against 
36.7 per cent, but the fact that the payment is under- 
earned is due solely to the allocation of £35,000 for crea- 
tion of an Employees’ Pension Fund. Before this provision, 
equity earnings stand at 36.7 per cent. The carry forward 
is reduced from £452 805 to £444,304, after inclusion of 
£5;773 reserve for depreciation of investments written 
back. ‘The balance-sheet shows a rise in stocks from 
£1,919,222 to £2,258,343 an increase which may well 
reflect a price rise only. Cash holdings are down from 
£507,317 to £342,593, and investments of £106,967 have 
been liquidated. The liabilities side of the account shows 
creditors, including taxation, some £225,000 higher at 
£837,884. The results of both companies display an 
ability to maintain distributable profits despite higher costs 
and taxation. The tos. ordinary shares of United Tobacco, 
at 87s. 6d., yield £4 3s. rod. per cent, free of South African 
income-tax. The £1 ordinary stock of Tobacco Securities, 
at 62s. 6d., yields £5 4s. 8d. per cent, less tax at 7s. 5d 


* * * 


Motor Transport Results 


Full accounts of Tulling and British Automobile 
Traction for 1941 show a rise in gross income from 
£628,198 to £694,963. Taxation is almost doubled at 


£106,216, but there is an increase in the amount of equity 
earnings from £547,837 to £561,974. Ordinary shareholders 
receive 6} against 7 per cent tax free, equivalent to a rise 
in the rate less tax from 12.2 to 13 per cent. The rate o! 
equity earnings amounts to 7.1 against 7.9 per cent tax free. 
equivalent to 14.2 against 13.7 per cent less, tax. As in the 
previous year, £50,000 is transferred to general reserve, s« 
that the carry forward is reduced from £158,347 to £150,321 
The only significant change in the balance sheet is the 
repayment of a loan to an associated company of £25,000 


SASS SSS SZ SSIS SSISSG 





fs t Registered oe eohaens ability 1885 ies 
RS CHILD & CO. and HOLT & CO. oS 
sal Wy (Established before 1600) ‘Established s@o9) ES 
<<] a 
Fal BANKERS na 














BS ARMY AND AIR FORCE AGENTS. ES 














BS One Hundred and Fifteenth Statement of Assets and Liabilities 3ist December, 1941. Za} 
cS ese > =— as ss Sw) 
Ss Dr. LIABILITIES. 1,060 000 6 ‘ mite ae oe —— > Dal 
fo Capital authorised and issued J i 3y Coin, Bank Notes and Balance a ank :. @. re 
Re ' — of England ial oie ie sins 6,546, 790 16 5 Da, 
ES To Reserve Fund 850,000 0 0} By Balances with, and Cheques in course of Ww 
Collection on, other Banks in the i 
S| lo Current, Deposit and other Accounts United Kingdom ¥ ese eas -- .2,160,396 9 9 eSe) 
BS (including provision for Contingencies) 52,592,238 1 1] By Money at Call and at Short Notice 4,866,200 0 0 Za 
2 - By Bills Discounted oP oe 1,165,354 10 3 SS 
To Aceeptances and Engagements on account $y Treasurv Deposi ‘eipts - ae Z | 
eI ot Gaseous rs 3,965,024 5 7 By Treasury Deposit receipts 9,500,000 9 9 Sal 
By Investments :— ZA 
gS British Government S 
Securities £18,521.687 13 5 Za) 
ES) Other Securities 930,086 8 6 (Z 
S| Subsidiary Companies —— 19.451.774 1 11 iS 
a | By Advances to Customersand other Accounts 10,071,722 2 9 o 
ESI | By Liabilities of Customers for Acceptances 2 
and Engagements as per contra 3,965,024 3 7 HH 
S| By BankPremises(at cost,less amts. written off) a 
BSI Freehold £620,000 0 0 fea 
z eee _ Leasehold 120,000 0 0 Se) 
Is £58.467.262 6 8 ———__ 740,000 0 0 fza 
AUDITORS’ CERTIFICATE AND REPORT. £58 467.262 6 8 a 
x inec bo Bal Sheet with the Books of the Punk, and have obtained al) tl information and E 
Z expla R. ., , Rony omen — on te a ‘cola yn het ome *h TR sauna Sheet is properly drawn up so as to exhibit a one and correct view SS 
| of the state of the Bank’s affairs according to the best of our information and -~ on ry ag = one as shown by the Books & 
; ° ERIC GORE BROWNE }} ,, 
(3 SACKSON PIXLEY & — on IAN LEStIE MELVILLE, | 'rectors kK 
ES) 15th January, 1942 Chartered Accountants 15th January, 1942 QUINTIN BROWN, Accountant Za 
a= — == SS ——————— eee eee er. C TTT 
Every description of British and Overseas Banking and Exchange Business transacted. 
gS The Bank undertakes the office of Executor and Trustee. zs 
ES) 67, LOMBARD STREET, LONDON, E.C.3. cS 
CHILD & CO., 1, Fleet Street, London, E.C.4, ont Marygold House, Cartax, Oxford. 4 
ES) HOLT & CO.. Kirkland House, Whitehall, London s.W.1 a] 


| ZERVAS ESAS ASS GSAS ANAS SARS ASSASSIN CSABSIRN AN aa VASA ANVANVARARVASVAS 




























































116 


Cash holdings are up from £206,170 to £310,077. 
National Omnibus and Transport, which, like Tilung and 
BAT, is a holding company controlled by Thomas Tilling, 
suffered a fall in income from dividends from £182,223 to 
£163,625—approximately the level of 1939—due solely to 
the incidence of taxation, presumably EPT, on the profits 
of the three operating companies. Provision for income tax is 
up from £65,000 to £73,000, leaving equity earnings re- 
duced from £99,136 to £72,538. Ordinary shareholders re- 
ceive 5} against 7 per cent, tax free, being a reduction from 
12.2 to II per cent, less tax, and the rate of cover is down 
from 7.9 to 5.8 per cent, tax free, equivalent to 11.6 against 
13.7 per cent, less tax. General reserve receives {£5,489 
against £10,000, and the carry forward is reduced from 
£31,958 to £30,257. The balance-sheet shows investments 
in associated companies unchanged at £1,615,597, while the 
temporary deposit from: an associated company is increased 
from £110,000 to £150,000. General reserve stands at 
£114,511, and cash holdings are nearly £25,000 higher at 
£259,941. In the absence of publication of the accounts of 
the operating companies, or even of consolidated balance 
sheets, it is impossible to explain the discrepancy in the 
fortunes of the two intermediate holding companies. It may 
be assumed that the two companies controlled by Tilling 
and BAT enjoyed both more favourable operating condi- 
tions and a more favourable EPT standard than those con- 
trolled by National Omnibus and Transport. In both cases, 
allowing for the difficulties of wartime business, the results 
appear to be satisfactory. 


* * * 


; Venesta Dividends 


Full accounts to June 3oth last of Venesta, the im- 
portant manufacturers of plywood and chests, show a 
decline in gross income from £428,506 to £344,194, which 
is still some £85,000 higher than earnings in 1938-9. Since 
bad debts, due to the loss of the company’s subsidiaries in 
the Baltic countries and German occupied territory, were 
fully liquidated in the previous year, it is possible to restore 
ordinary dividends to the 10 per cent declared in the three 
years 1936-8. In the interval, ordinary capital has received 
only one interim payment of 4 per cent, in 1938-39. Equity 
earnings amount to £170,791 against the previous year’s 
debit of £373,468. The ordinary payment is covered by 
an earned rate of 66.3 per cent and general reserve receives 
£120,000 against a draft of £350,000. The total of the 
reserve fund is raised from £100,000 to £220,000, while 
the carry forward stands at £82,141 against £75,292. The 
setback to total income is no doubt due both to the loss 
of foreign markets and to the shortage of raw materials. 
The balance sheet shows, however, an encouraging increase 
in stocks from £534,281 to £769,030. Debtors and creditors 
are both substantially higher, and the surplus of liquid 
assets over current liabilities has risen from £755,540 to 
£916,404. Investments in subsidiaries are still valued at 
£259,752, a figure which, as the auditors point out, cannot 
be checked in view of recent developments in the Baltic. 
Possibly, its value is less hypothetical since Russia became 
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an ally. Taxation reserve shows a reduction from £46,114 
to £12,253, and here the auditors express an inability to 
vouch for its adequacy. Since profits are shown after tax 
except tax on dividends, the investor is, moreover, unable 
to judge for himself on this question. The {1 Ordinary 
shares, at 25s. ex dividend, yield £8 per cent, less tax 
gs. 93d. 


Liebig’s Extract of Meat 


The latest accounts of Liebig’s Extract, for the year to 
August 31, 1941, disclose no figure for.profits before taxa. 
uon and, consequently, show no sum comparable with the 
gross total of £983,467, including an unspecified transfer 
from contingencies, earned in the previous year. Profits, after 
provision for income tax and EPT and for reserves against 
subsidiaries and exchange, amount to £317,697 against 
£332,165. Expenses are up from £84,573 to £91,574 and 
equity earnings are consequently reduced from {£182,192 
to £165,323. The tax free rate of earnings is down from 
g.1 to 8.3 per cent, rates which are, however, equivalent 
»to an improvement in less tax earnings from 15.8 to 166 
per cent. A cut in the total tax free payment on ordinary 
shares ffom 10 to 8 per cent, equivalent to 16 against 173 
per cent less tax, permits a rise in the carry forward from 
£191,327 to £196,650 against a draft of £17,808 in the 
previous year. The balance sheet shows substantial reduc- 
tion in livestock and produce from £1,178,326 to £781,144 
and in British Government securities from £499,253 to 
£249,885. Advances to subsidiary companies have almost 
doubied at £1,466,716, while cash ho‘dings are up from 
£215,516 to £669,455. Among liabilities, creditors and pro- 
visions, no doubt including taxation, are up from £652,099 
to £1,232,673, while the reserve fund is unchanged at 
£1,000,000. It is clear that the company’s total revenue rose 
substantially last year. The directors indicate that sales, 
including those on military and Government account, 
reached record levels. Unfortunately, production on this 
increased scale took place under conditions of increasing 
cost. The depletion of stock has most probably been made 
good since the date of the balance sheet. It is likely that 
the recent outbreak of war in the Pacific will so add to 
shipping difficulties as to complicate imports from 
Argentina, and that restrictions of raw material supplies will 
prove the main difficulty in the current year. The £5 ordin- 
ary shares, at {£15 ex dividend, yield £2 13s. 4d. per cent 
tax free. 


Apex (Trinidad) 


In a note on page 82 of The Economist of January 17th, 
it was stated that the yield on Apex (Trinidad) shares at 29s. 
was £5 3s. 5d. This was correct, but it should have been 
made clear that tax was deducted at 6s. in the £ only, s0 
that the return is equivalent to £7 4s. 10d. with tax at the 
full rate. 


Industry and Trade 


Strengthening the Regional Boards 


A corollary to the need for transforming the Production 
Executive into an effective Production General Staff, sug- 
gested in The Economist of January 17th, is the desirability 
of strengthening the regional boards of the Production 
Executive. A multiplicity of competing departments cannot 
achieve real unity among their subordinate local officers, 
though inertia gives them a semblance of unity. The boards 
lack the executive power vested in them during the last 
war, and they are circumscribed from above and often 
understaffed, especially so far as production engineers are 
concerned. As a result, they cannot exercise the requisite 
degree of control over the factories in their regions. More- 
over, the weakness spreads beyond departmental boundaries. 
When departmental officers meet the representatives of 
employers and trade unions as members of a regional board, 
they lack a definite p'an to the test of which all suggestions 
must be brought. This partly explains why schemes put 
forward by the Production Executive have come to such 
uneven fruition in different parts of the country. One 
example of this state of affairs is the variation in the 


efficiency of the capacity exchanges. Another is the com- 
paratively slow progress hitherto made with the setting up 
of joint production committees. In factories where they 
exist, these committees have proved of value as channels 
for suggestions from the workers, and also as a means of 
explaining to them the causes of inevitable hitches and 
delays. They have thus contributed to the maintenance of 
morale and often to an increase in output per man. Un- 
fortunately, there is reason to believe that the trade unions 
frequently look upon them with disfavour as the trade- 
marked merchandise of the shop stewards’ movement, and 
employers, too, sometimes discourage their establishment. 
It is understood that proposals for joint production com- 
mittees have even been obstructed by regional boards. The 
weaknesses of the boards can only be cured by strengthening 
their authority and their technical staffs—rationing of tech- 
nical ability may be necessary—but effective decentralisa- 
tion can onlv be achieved if the boards are made the agents 
of a strong Production General Staff with a definite policy 
and executive power at present lacking in the Production 
Executive. 








Jan 


Officia 

Ww) 
been 1 
securin 
plete t 
discove 
the hot 
of info: 
trative 
Britain 
sbout 
qumeré 
often © 
for ¢xa! 
1 good 
to tra 
Minist: 
first to 
with f 
Ministi 
out pa 
Area. 4 
Region 
can be 
in the « 
its abst 


Produ 


He 
import: 
produc 
has bee 
from © 
supplie 
there i: 
is uns: 
expand 
of whi 
exhaus 
public 
mining 
tite Irc 
panies. 
pointed 
develoy 
chairm 
prograr 
our iro 
ore ton 
Hon. R 
out tha 
which 
8 No | 
Compa 
ments 


PR 


PR 





January 24, 1942 
Official Intelligence 


While a partial and selective statistical blackout has 
necessary in order to prevent the enemy from 
securing information that would assist him, the almost com- 
lete ban on statistics is rendering difficult the task of 
discovering and criticising weaknesses in the war effort on 
the home front. There is no excuse, however, for the lack 
of information concerning the tentacles of the vast adminis- 
ative machinery set up by the Government to draw 
Britain’s resources into the war effort. Lack of knowledge 
sbout the existing activities and whereabouts of the in- 
qumerable agencies and branches set up by the Government 
often renders it very difficult for the small manufacturer, 
for examp!e, to establish the contacts he requires. Altogether 
s good deal of time is being lost by the public in attempts 
to trace the departments or officials of the various 
Ministries. The Ministry of Labour has been among the 
frst to lift the ban from its activities by issuing a booklet 
with full details of its functions and departments. The 
Ministry of Supply, too, has published a directory setting 
gut particulars of its organisation in the North Midland 
Area. Again, the Ministry o Information has compiled a 
Regional Bulletin of Information, showing where inquiries 
can be made on a number of subjects. The improvements 
in the official intelligence in certain areas throws into relief 
its absence in others. 


* * * 


Production of Hematite Ore 


Hematite iron ore is the raw material for one of the most 
important ingredients in the special steels required for the 
production of war equipment. While in the past this country 
has been able to draw substantial tonnages of this material 
from overseas, it now has to rely much more on its own 
supplies, which are mined in Cumberland. Unfortunately, 
there is reason to believe that the rate of domestic output 
is unsatisfactory and that not enough is being done to 
expand it. Conflicting explanations are put forward, one 
of which is that a number of working places have been 
exhausted or are nearing exhaustion. Three of the leading 
public companies directly or indirectly interested in the 
mining of hematite iron ore are Millom and Askam Hema- 
tite Iron, Barrow Hematite Steel and United Steel Com- 
panies. The chairmen of the two first mentioned concerns 
pointed out in their latest addresses to shareholders that 
development work was not neglected. Sir Andrew Lewis, 
chairman of Millom and Askam, said that a big boring 
programme was being conducted “ with a view to increasing 
our iron ore reserves and the possible development of iron 
ore tonnages in this time of national need.” Similarly, the 
Hon. Robert James, chairman of Barrow Hematite, pointed 
out that “ we continue to explore for further ore deposits, in 
which we have not been altogether unsuccessful.” There 
§ no published evidence of the activities of United Steel 
Companies. In spite of the seemingly encouraging state- 
ments of the chairmen of two of the leading concerns in- 
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terested in the exploitation of hematite iron ore deposits, 
it appears that, taking development as a whole, the posi- 
tion is far from satisfactory, especially as the prospective 
shortage was not entirely unforeseen. In view of the vital 
importance of hematite, this state of affairs calls for an 
investigation and drastic remedies. 


* * * 


Retail Trade in November 

The average daily value of retail sales last November, 
published by the Board of Trade fournal, shows a reduc- 
tion of 1.2 per cent from the returns for the corresponding 
month of 1940. In October, sales were 12.1 per cent smaller 
in value than a year earlier. The accompanying table shows 
that sales of food showed no departure from the previous 
trend. On the other hand, the fall in the turnover of other 
merchandise, compared with the previous year’s figures, 


PERCENTAGE CHANGES IN RETAIL SALES FROM PRECEDING YEAR 
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was considerably smaller in November than in the four 
preceding months. There was a reduction in the sales of all 
the items listed, with the significant exceptions of house- 
hold piece goods, and furnishing and fancy goods, many of 
which, though in reduced supply, are not yet rationed on a 
per capita basis. An analysis of sales on a geographical 
basis, given on page 131, shows that the improvement of 
trade in London over last year’s level has continued, and 
that turnover elsewhere was again smaller, except in 
Scotland. 
* + * 


Cotton Trade Difficulties 


The cotton industry has suffered many vicissitudes since 
the outbreak of war. The supply of cotton yarn and manu- 
factures has continued to decline month after month, and the 
industry now finds itself falling 15 to 20 per cent short ot 
the output of yarn required for essential purposes. The 
Cotton Board has this week issued a communiqué in which 
it explains how this position has arisen. The main cause is 
the shortage of labour, which arose as a result of the changes 
in the demand for the industry’s products not being fore- 
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seen. At first, exports of cotton goods, like other exports, 
were an essential of war, and towards the end of 1940, when 
the export drive was under way, the Cotton Board encou- 
raged workers to return to the industry. Subsequently, 
probably owing to the Battle of the Atlantic, supplies of 
raw cotton fell short of expectations; Lease-Lend diminished 
the importance of exports and ever-increasing demands for 
man-power were made by the armed forces and for muni- 
tion production. In these circumstances, it was decided to 
concentrate the production of the cotton industry. Mills 
were closed and the labour force which could be released 
was calculated; but additional workers were lost by the 
industry when, owing to the uncertainty of the outlook, 
many voluntarily left for other work. Thus it became difficult 
to supply essential needs, even after these had been reduced 
to the barest minima. Unfortunately for the cotton industry, 
concentration coincided with the rise in demand involved in 
the entry of Russia into the war. The shortage of yarn has 
been accentuated by the extension of the war to the Far 
East. The Minister of Labour is unable to allow those 
cotton operatives now in the armed forces or engaged in 
munition production to return to the industry. The Essen- 
tial Work Order has, however, been applied to the spinning 
and weaving sections and ex-cotton workers not in essenual 
work will be directed to return to the industry. For the 
rest, the communiqué concludes that production can only 
be increased by the additional use of part-time labour, over- 
time and various internal arrangements by which the maxi- 
mum output can be achieved with the limited labour force 
at the disposal of the industry. 


Pruning Demand 


It is difficult to blame the cotton industry for the fact 
that it cannot meet all the demands made upon it. Nor was 
it possible to estimate the effect upon demand of the entry 
into the war of Russia, the United States and Japan. The 
industry is set a target by the Government, based on its 
estimates wf the essential requirements of the Services, of 
civilians and of overseas customers. This target, presumably, 
is now higher than it was last year ; otherwise Mr Tomlin- 
son, Parliamentary Secretary to the Minister of Labour, 
would not have said that mills regarded as redundant would 
have to be restarted. But the cotton industry cannot rely 
solely on an increase in its labour force to achieve the 
production target. In view of the general shortage of labour, 
the industry should, as a first step, increase weekly working 
hours which are less than those in the munition factories. 
The spinning section, where the shortage of labour appears 
to be most acute, has already agreed to work four hours’ 
overtime per week from January 26th until the end of 
March. But more could, perhaps, be done, at least for a 
short period. As a second step, the Government must re- 
examine the composition of its production target. If neces- 
sary, the civilian clothes ration must be cut, though special 
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provision would have to be made for workers. Expor 
demand -sequires the closest scrutiny; it is very Probable 
that a curtailment of shipments to the Empire would no, 
cause hardship. Only if the target has been reduced to th 
bare minimum, but still exceeds the industry’s capacity 
should recourse be made to the recruitment of addition; 
workers. ‘ 


Development of Britain's Metal Resources 


Early this week the Ministry of Supply announced th 
appointment of Sir William J. Larke as Contioller 9 
Non-Ferrous Mineral Development in the United King. 
dom. Sir William, formerly director of the British Irop 
and Steel Federation, was appointed chairman of a cop. 
mittee, appointed by the Minister of Supply in March. 
1940, to examine the possibility and advisability of ap 
expansion in domestic metal production. It is understood 
that the Ministry of Supply has in the past two years 
assisted certain metal producers on the committee’s advice. 
but hitherto no general plan to raise the output to it 
potential maximum seems to have been in operation, Sir 
William Larke’s new appointment suggests a change in policy 
in favour of a more intensive exploitation of mineral deposits 
Two decisive developments have, no doubt, been respon- 
sible for this change—the Japanese occupation of Thailand 
and of the greater part of Malaya and the entry of the 
United States into the war. The one has curtailed the tin 
supplies of the Allies, while the other has increased the 
metal requirements of the United States from Empire 
sources, such as lead from Canada and Australia. Although 
Great Britain has not been an important non-ferrous metal 
producer in recent years, it has a number of mineral 
deposits which deserve consideration. Copper is not found 
in sizeable quantities in the British Isles, and zinc resources, 
despite an increase in production from §,000 tons to 12,000 
tons in the last three pre-war years, are limited. But there 
are appreciable deposits of tin and of lead ores. The Cornish 
and Devon tin mines can still produce 3,000 tons of tin 
per year, equivalent to about one-eighth of consumption, 
but the present rate of production is only about half this 
total. In 1934 lead mines produced §4,700 metric tons of 
metallic lead, but in each of the three last peace years their 
output remained well below 30,000 tons. The Government 
does not seem to have stimulated domestic production 
since the outbreak of war. At any rate, lead is the only 
important metal not included in the list of products eligible 
for the “wasting assets relief” from EPT; producers 
thus derived no encouragement from the rise in its price. Sir 
William Larke’s attention will probably be concentrated 
chiefly on tin and lead. In tackling the job of stimulating 
production, complicated subsidy and labour supply ques- 
tions—and in the case of lead also taxation problems—wil 
have to be settled. But the potential results seem to justif\ 
decisive action. 


Antimony Control 


On January 19th antimony was included in the lis 
of metals the sale and acquisition of which is subject to 
licence by the Ministry of Supply. This move does not come 
as a surprise. As was recorded in The Economist 
of November 22, 1941, Great Britain lost its Balkan supplies 
of antimony last summer. Moreover, supplies from South 
China (Hunan), normally the largest producer, are hampered 
by the war with Japan, although the recent Chinese victory 
near Changsha has once again cleared the Chinese antimony 
producing area of Japanese troops. For the Allies it 1 
fortunate that Mexico and Bolivia have raised their pro 
duction to a high level in recent years, but the great bulk 
of their supplies will most probably be needed by the 
United States. Consequently, strict contro] of consumption 
is essential, especially as antimony, being the principa 
hardener of lead, is an important war material and * 
essential in the production of small arms ammunition. 
battery plates and other important war products. The fac: 
that the new Order does not place the monopoly of the sale 
of antimony in the hands of the Government, indicates 
that substantial quantities of it are still reaching this count) 
through private trade channels. 
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coMPANY_ MEETINGS 
— 


MIDLAND BANK LIMITED 


MENT BY THE CHAIRMAN, THE RIGHT HON. 


state R. McKENNA 


Inasmuch as the chairman does not propose to deliver a speech 
the annual meeting on the 29th instant, the following statement 
: been circulated to shareholders: In the year just ended we have 
tad by the death of three of our directors. We have lost Mr 
Lewis Walters, joint deputy chairman, so widely known and re- 
ed throughout the City of London; Mr Bradshaw, former 
deputy chairman for over 47 years, who was ever held in affectionate 
gard by his colleagues; and Mr Arthur Chamberlain, the bearer 
ie honoured name the high traditions of which he maintained 
athe world of business. We feel profoundly the absence of these 
valued friends, and are much the poorer in being deprived of their 
wise and experienced counsel. At present we are making no pro- 
posal to you to fill their places on the board; the leading men 
ghom we might wish to invite are all absorbed in the urgent tasks 
of war. 

In the general management, some months ago Mr Sadd, whose 
bilities qualified him exceptionally well for promotion, was 
appointed assistant chief general manager jointly with Mr Lederer. 
These two assistants of Mr Astbury form with their chief a 
powerful leadership in the management. Mr Jackson, who was our 
ynior joint general manager, held in high regard throughout the 
bank, has retired after a long period of most competent service. 
To our great sorrow, Mr Greenwell, another joint general manager, 
died recently while at the peak of his excellent work as a banker. 
We were fortunate in having two such able assistants as Mr Castle 
ind Mr Abbott available for promotion. 


STAFF'S WAR CONTRIBUTION 


The influence of the war on our organization has again been of 
mjor importance. A large direct contribution has been made by 
the staff to the fighting forces; up to date about 5,000 men have 
cined up—nearly one-half of the total male staff of all ages at the 
outbreak of war. They are serving on land and sea and in the 
ir, and on every main battlefield. Fifty-one, I grieve to say, have 
xen killed in action; we join in expressing our sympathy with the 
latives of these gallant men whose names are held in honoured 
remembrance. ‘Twelve others are missing, and twenty-seven are 
nisoners of war. The war does not spare civil life; seventeen of 
our staff have been killed in air-raids, and we desire to express our 
ympathy with those also who have thus been bereaved. A happier 
wte is that during the year three more of our men, whom we 
wamly congratulate, have been decorated for conspicuously gallant 
conduct in action. 


CRALNING OF TEMPORARY STAFF 


The withdrawal of men into the forces is proving far heavier 
tan was expected a year ago, when a reserved age applied to 
tanking. This, coupled with an increasing difficulty of replace- 
ment, has further complicated our staff problem, and we are not 
wre even now of the full extent of the calls to be made upon us. 
Meanwhile the amount of work to be done has not diminished. 
There has been a shrinkage in transactions on private account, 
out this has been offset by the vast and growing volume for Govern- 
ment departments. We are helping to the utmost of our capacity 
0 carry on the essential business of the nation and are willingly 
wdertaking fresh duties, even when they do not appear to be 
closely related to the ordinary functions of banking. The dilemma 
vonfronting us—the demand on the one hand for service and on 
the other for the release of men—has been overcome partly by 
longer working hours and partly by further employment of tem- 
porary staff. The recruits are rapidly brought up to a workable 
tandard of efficiency by the extension and improvement of our 
raining system. In addition, economy in personnel has been 
obtained by closing about 300 offices where this cotld be done 
without impairing essential service to the public. « 


CIVIL DEFENCE SERVICE 


Although the past year has been on the whole less disturbed 
by eNemy action than 1940, we have maintained our precautions 
‘eady for whatever may befall us; and here tribute must be paid 
© the enthusiasm and skill of our voluntary civil defence service 
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throughout the Bank, including as it does fire-fighting units, first 
aid parties, wardens and rescue parties. The quieter conditions 
have helped the smooth working of the Bank; but most of all it 
must be attributed to the ready and cheerful collaboration of all 
members of the management and staff, from the chief general 
manager and his organization at head office right through every 
branch and department. Once again the co-operation of the staff 
association has been of great assistance. The spirit of all has 
been admirable. 


a BANK FIGURES 


The net profit for the year, at £1,969,000, is slightly higher than 
for 1940, the large increase in the amount payable for income-tax 
and national defence contribution having been more than counter- 
balanced by the expansion of our business and the smaller provision 
required for bad and doubtful debts. We recommend a final 
dividend again at the rate of 8 per cent. actual less income-tax, 
making 16 per cent. for the year. It has been felt prudent, in view 
of the inevitable difficulties to be faced in the post-war period, to 
strengthen the reserve for future contingencies by an appropriation 
of £500,000. We have, moreover, placed a further £250,000 to 
contingent account for war damage to bank premises, as we cannot 
be sure that the Government’s contributory scheme of compen- 
sation will cover total replacement of the damage already sustained 
or possibly still to be suffered before the end of the war. These 
appropriations, together with the £1,213,000 for dividends, will 
absorb practically the whole of the year’s profit, leaving the slightly 
larger amount of £627,000 to be carried forward. Our affiliations, 
the Belfast Banking Company, The Clydesdale Bank, the North of 
Scotland Bank and the Midland Bank Executor and Trustee Com- 
pany, have made their full contribution to these results, and we- 
are glad to know that they too, despite the difficulties common to 
all of us, are maintaining their highly efficient services. 


RISE OF DEPOSITS 


In the balance-sheet two figures stand out on a comparison 
with the previous year: deposits have risen by £1084 millions, and 
advances have fallen by £18 millions. The decline in advances is 
due in part to industrial concentration, but more to the larger 
share taken by the State in production and distribution. Our in- 
vestments have risen by £49} millions, all in Government securi- 
ties, and in addition we have lent the Government £914 millions 
more on Treasury deposit receipts, a movement dartly offset by a 
decline of about £28 millions in bills and short loans to the money 
market. Altogether, cash and other assets promptly convertible into 
cash without risk of depreciation cover no less than 463 per cent. 
of our liabilities to the public—a figure far above the standard of 
liquidity observed in pre-war times, but considered necessary in 
view of a prospective reduction in deposits in the post-war period. 


CLEARING BANK FIGURES 


It is rightly no part of Government policy to help the banks 
to make additional profit; on the contrary, how economically the 
financial affairs of the nation have been conducted may be seen 
from the combined figures of the clearing banks. Deposits have 
increased since the outbreak of war by about £1,000 millions—an 
expansion called for by the enlarged activity of the nation’s 
business, full employment and a higher level of prices. Among 
the aggregate assets of the banks, the counterpart of the deposit 
liabilities, the curtailment of non-essential private business and 
other factors have brought about a fall of roughly £200 millions 
in advances, 

If we add this sum to the increase in deposits and deduct the 
cash held against them, we find that on balance approximately 
£1,100 millions has been made available for lending to the 
Government. This huge sum has been provided on terms which 
give full sec rity to depositors and also serve the interests of the 
public purse; over £700 millions has been lent on six-months 
Treasury deposit receipts at an interest rate of 1} per cent., and 
£400 millions has been invested in Government securities, chiefly 
24 per cent. war bonds with maturity dates ranging from 1947 
to I95I. 

From the Exchequer returns it appears that no less than one- 
quarter of the entire war-time budget deficit has been covered by 
borrowing from the banks. Up to the end of December Govern- 
ment expenditure since the outbreak of war amounted to £8,700 
millions, of which £5,250 millions was met by borrowing in all 
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forms. Probably well over £1,000 millions was derived from the 
Exchange Equalisation Account and other public departments at 
negligible net cost. A further £1,200 millions or more was raised 
from Treasury deposits by banks and Treasury bills placed with 
the market, at a rate slightly over 1 per cent. The remainder 
came from the public, either as individuals or through institutions, 
at an average of about 2; per cent., by subscription to the various 
Government issues. : 


FINANCIAL AND MONETARY MANAGEMENT 


On the face of the figures, then, the covering of the budget deficit 
in the manner described has been a great achievement in combined 
financial and monetary management. It is far superior to anything 
we have known hitherto, and in no small degree is due to the better 
understanding of the function of floating debt and short-term 
issues as a mecessary part of the monetary system. 

Anyone whose memory is long enough must have been struck 
by the differences between the internal financial measures adopted 
in the two great wars. Most evident for us, as shareholders in a 
bank, is the more extensive and more active official control over 
financial operations; the capital market is rigidly reserved for 
Government borrowings and in few other approved issues; foreign 
exchange transactions are regulated in the utmost detail; the 
Government itself provides direct finance for a large volume of 
essential war production and lays down the general lines the banks 
should follow in making advances to their customers. 


MORE DEFINITE POLICY 


Added to this is a more definite and explicit monetary policy. 
Here, as in the controls just mentioned, the closest co-operation has 
come to be maintained as a matter of course between the Treasury 
and the Bank of England and between the central bank and the 
commercial banks. The task of financing “total war” requires 
a standard of executive action not easily attained by men brought 
up in the rightly precautionary methods of the civil service; but 
the qualities of understanding and judgment, so well represented 
in that service, have been brought with conspicuous success into 
close and constant alliance with the inventiveness and adaptability 
which have become characteristic of the central bank. Our own 
part is largely a technical one; but whenever difficulties have arisen 
in carrying out directions—difficulties which sometimes call even 
for modifying the directions themselves—our representations have 
always been received at the Bank of England and in the Govern- 
ment departments concerned with unfailing attention and resource- 
fulness. 

All this, however, is only part of a highly creditable record. 
Not only has the war so far been financed at an average rate of 
less than 2 per cent., but the trend of rates has been downward— 
a striking contrast with experience in the last war. The downward 
movement has been confined to those securities which are taken 
up mostly by financial and other institutions; the small individual 
saver is lending to the Government on terms no less favourable to 
him now than at the beginning of the war. The distinction, how- 
ever, is fully justified by its psychological value in encouraging 
maximum personal savings. 


[INFLUENCE OF CONTROL METHODS 


Then again. while we must not overlook the influence of other 
measures of control, the methods adopted for financing the war 
have helped to minimise inflation. Indeed notwithstanding the 
growth in the volume of money and the upward course of prices, 
it may properly be concluded that there has been little inflation 
so far, the rise in prices being attributable to non-monetary causes 
which it would have been almost impossible to offset by monetary 
means. In any event the rise in the cost of living index number 
to date has been much less marked than in the corresponding 
period of the last war, notwithstanding the incidence of the pur- 
chase tax. 

The experience gained in the past ten years in currency policy 
has contributed materially to this advance, which has carried us a 
long way on the road from a supposedly self-regulating system to 
one of cont‘nuous management. We have only to look at the 
results in order to see how great has been the improvement upon 
the methods practised in the last war. Although this time again 
a huge creation of national debt has been inevitable, the proportion 
of Government expenditure which has been covered in that way 
is smaller. and the current rate of change falling on the Exchequer 
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vastly reduced. Moreover, the instrument of taxation has been 

more with the conscious purpose of diverting to the Gover ~ 
large part of the purchasing power which, if left in sche att 
might be used to bid against the Government for eae _ 
of goods and services. Another means towards the same — 
been the device of “compulsory saving,” which defers saul " 
power until a time after the war when it mav perform ’ , 
economic and social function. * wit 


POST-WAR PERILS 


So far, then, the record is satisfactory; but we must NOt forge 
that there may be many post-war perils ahead of us. Last deat 
worst excesses of overspending, inflation, speculation and a 
expansion came not during, but shortly after, the war, with dis. 
astrous consequences that are still remembered. The risk 8 
similar catastrophe after this war may be all the greater in a 
restrictions have been more severe. Accordingly there hole 
no hasty abandonment of necessary controls of finance, particularly 
of the capital market and of foreign exchange transactions 4 
natural predisposition to get rid of all restrictions as mn the 
war is Over must be resisted. We must profit by experience in Using 
to the full the essential driving force of individual enterprise in 
the post-war conditions the general shape of which experience may 
help us to foresee. If we are wise in our perception of the proper 
limits within which freedom and control should respectively 
operate, a financial system can be evolved which will be a powerful 
factor in the creation and maintenance of national well-being, 


BENGAL-NAGPUR RAILWAY 
COMPANY, LIMITED 


The 83rd ordinary general meeting of the Bengal-Nagpur Rai 
way Company, Limited, was held on the 15th instant in London. 

Sir Charles Stewart-Wilson, K.C.I.E., deputy-chairman, in the 
course of his speech, said: Our gross earnings have reached a 
record in the history of the railway and exceed last year’s receipts 
by over 107 lakhs. This, however, is not altogether a matter for 
congratulation as the savings are largely the result of enforced 
reductions in special replacements and renewals which will have 
to be made up later. 

Our share of surplus profits amounts to Rs.13,33,747. Negotiations 
are in active progress in India regarding our liability to Excess 
Profits Tax there. Till this important matter is settled, about 10 
lakhs of our surplus profits have to be retained in India to meet 
possible demands. In this country I am glad to say that the In- 
land Revenue Authorities have agreed to 6 per cent. profits stan- 
dard under Section 27 (2) of the Finance Act, 1940. 

Mr Duncan, our agent and general manager, and our staff, both 
European and Indian C.I.E. in India and in London, have ali 
done excellent work under very unusual difficulties. I feel sure 
that you will wish me to convey your thanks to them. 

The report was unanimously adopted. 


BRITISH RUBBER ESTATES OF JAVA, 
LIMITED 


The annual general meeting of the British Rubber Estates & 
Java, Limited, was held, on the 2oth instant, in London, Mr T. 
Taylor presiding in the absence of the chairman of the company, 
Mr James Davenport. 

The following are extracts from the statement of the chairmat, 
which was circulated with the report and accounts and taken 
as read: — 

Trading last financial year was more satisfactory than for the 
previous one, a result reflected in the 5 per cent. dividend—paid 
technically as an interim in order to get it out of the way, though 
clearly there will be no final, 

The year’s earnings are distributed. They are roughly 4 
follows: To the NEI Government, £47,729 ; to the British 
Government, £23,000; to members, £17,974. 

In fact the profits of industry go primarily to the Exchequer 
and the proprietors have only a secondary interest, It seems @ 
short-s'ghted policy so to interpret excess profits tax as to make 1! 
impossible for companies such as ours to create sufficient reserve 
for future contingencies, 

The report and accounts were unanimously adopted. 
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LLOYDS BANK LIMITED 


PROFITS PERMIT MAINTENANCE OF DIVIDEND 


GROWTH OF LIQUIDITY 


COMPARISON WITH LAST WAR PERIOD 


FIRMER CONTROL NOW EVIDENT 


The annual general meeting of Lloyds Bank Limited will be 
neld, on 30th instant, at 71, Lombard Street, London, E.C. 

The address of the chairman of the bank, the Rt, Hon. Lord 
Wardington, which would normally have been delivered at the 
ywnoual general meeting was, as last year, posted to the shareholders 
with the annual report and balance sheet on January 22nd in order 
to shorten the business of the meeting. 

In his address, Lord Wardington stated: My Lords, Ladies and 
Gentlemen, there are a great many subjects which a bank chair- 
man might be tempted to discuss in these present difficult times. 
In looking to the future we may all agree, as no doubt we do, 
with the general principles laid down in the famous Atlantic 
Charter, but the business of a banker is concerned primarily with 
the practical application of principles and the effect which they 
my have on his daily work. Any working out in detail of general 
principles is not possible at the present time, as we cannot see 
what will be the prevailing conditions at the end of the war, or to 
what extent we may be able to count on the co-operation of other 
countries, or to what degree they may be content to waive some of 
their individual sovereign rights for the common good of all. 

In all questions concerning currency and exchange control, the 
right of access to raw materials, self-sufficiency ambitions, fiscal 
policy—in all these and many other matters there must be a ready 
ind loyal recognition of the necessity for some international agree- 
ment and control, and of the fact that we shall all be neighbours, 
independent if you will, but all interdependent and incapable of 
uking individual action without some repercussion on the fortunes 
a others. It is easy to generalise, but this is outside a banker’s 
duty, and as it is not possible with our present knowledge to 
dogmatise about the practical application of general principles, I 
propose to confine myself to facts about our own bank’s position. 
| may, however, express a hope that before any precise scheme or 
«hemes are officially announced, those who will be concerned to 
i greater or less extent in putting them into force may be brought 
nto consultation as to the necessary machinery for so doing. 


CHANGES ON DIRECTORATE 


During the year we have appointed as directors Lord Teviot 
aad Air Commodore Harald Peake, and, in addition, our two chief 
saeral managers, Mr R. A. Wilson and Mr Sydney Parkes. We 
fel that we have been very fortunate to obtain the services of 
hese experienced gentlemen, as it will be realised that in war time 
tis not always easy to find available those individuals whom we 
would like to see on our board. I would like to say a special 
word in connection with the last two. We have on previous 
weasions sometimes elected a chief general manager on his retire- 
ment, but only once before a chief general manager whilst still in 
klve service. In present circumstances we have found it particu- 
aly useful to have at our immediate disposal two such experienced 
rankers when questions of importance are apt to arise which 
tequire a quick decision. 

The directors who are temporarily absent from their bank 
duties in His Majesty’s Forces or on account of special work on 
half of the Government are Viscount Bearstead, MC, Captain 
CE. Benson, DSO, and the Hon, R. H. Brand, CMG, DCL. 


The Hon. W. L. Runciman. AFC, is making a world tour in the 
iMterests of civil aviation. 


NEW JOINT GENERAL MANAGERS 


We have appointed Mr E, Whitley-Jones, Mr A. H. Ensor and 
W. R. Bown as joint general managers, to take the place of 
W. G. Johns, who, we regret to say, died last March, and 
G. D. Gold, who retired last year. 


EEE 


LORD WARDINGTON’S STATEMENT 


Within the last few days we have heard with great regret the 
news of the death of Mr R. K. Blair. He became a member of 
our board in 1929 as a representative of our affiliated bank, the 
National Bank of Scotland. He was at the time of his death the 
chairman of the Scottish Bank, and I should like to express our 
great sympathy with his colleagues in that institution, who I know 
will miss him very much both on personal and professional grounds. 
These feelings we in Lloyds Bank share to the fullest extent. 


THE STAFF 


In regard to our staff generally, you will be interested to learn 
that 4,010 are serving with His Majesty’s Forces or on full-time 
Civil Defence. They are constantly in our thoughts while engaged 
in their dangerous duties in all parts of the world, and we pray for 
their safe return. We know they are performing their duties with 
credit, and many occupy positions of considerable responsibility. 

Several have been decorated or mentioned in despatches for 
courage and resourcefulness in action against the enemy. Unhappily, 
55 have been killed, eight others have died on service, while 17 are 
reported as missing and 62 are prisoners of war. Our deepest 
sympathy goes out to all their friends and relations who have 
suffered so much anxiety and sorrow on their account, The 
absence from these causes of so many necessarily imposes added 
burdens on those who have been carrying on the work of the 
bank, often under difficult conditions and under similar dangers 
to those which confront their comrades actually under arms. I 
can speak most highly of their work, which has enabled the bank 
to play its essential part in the life of the nation. It must also 
be remembered that they have been often called upon to undertake 
entirely new duties, to some of which I will refer later, and, 
further, that these are quite apart from the sacrifices made by so 
many in their fire-watching and similar activities. 

I have had the privilege of inspecting on more than one occasion 
the ARP fire-fighting and first-aid parties in the Lombard Street 
building, and was much struck by the keenness, efficiency and 
patriotic spirit of those engaged in these duties. When you also 
consider the circumstances of danger, discomfort and inconvenience 
in which the work of the bank has often had to be carried on, 
you will realise that I have outstanding reasons for asking the 
shareholders, as I propose to do, to pass a very special vote of 
thanks to the staff for their loyalty and devotion during the last year. 


PROFITS AND DIVIDEND 


The net profit brought in, after making all necessary and proper 
provisions, is £1,274,199, a decrease of £109,608. We have had 
much larger resources at our disposal during the year, but a 
substantial proportion of them continue to be employed at a low 
rate of interest, whilst our overdrafts, which earn a higher yield, 
have continued to shrink, and our expenses, particularly our salary 
bill, have again largely increased, Our published figure of profits 
you will see enables us to recommend the same dividend as last 
year and to put on one side £350,000 against any contingency, and 
at the same time to increase slightly the amount carried forward. 


BALANCE SHEET 


The salient points of our balance sheet are that during the year 
we have lent £95,000,000 more to the Government—{£65,000,000 
on treasury bills and treasury deposit receipts and £30,000,000 in 
further investments in National War Bonds. ‘These increased 
assets, after allowing for the further shrinkage of £12,000,000 in 
our overdrafts, find their counterpart on the liability side of our 
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balance sheet in the greatly increased total of current, deposit and 
other accounts, which stand at the record figure of £581,000,000. 
These, quite briefly, constitute the principal changes in our figures 
during the past year. 


TREND OF BALANCE SHEET CHANGES 


It seems to me, however, that a broader survey than this is 
required in times when banks are operating under such abnormal 
conditions. The traveller may easily lose himself in a forest if 
he has no compass to guide him, because he cannot see the direc- 
tion in which he is advancing. It is important that we should 
endeavour to recognise, even if we cannot altogether control, the 
trend of the changes that are taking place in the structure of our 
balance sheet under the influence of war-time conditions. 

The figures of our own bank illustrate my point, but you will 
understand that they are typical of the figures of the other great 
clearing banks of this country. 





Percentage to Deposits 
Deposits | = i 
(in | Increase | 
millions) for Year Liquid Invest- Over 
| } Assets ments drafts 
| i | 
| j | 
DD bascvace — 396 (|| ; 30% 27% 42% 
EE a eh ehde wae |} 434 | +.96% | 39% | 25% 37% 
Dec., 1940 ........... | 491 | 413-1! | 43% | 28% 29 
FE -- | S82 | +18°3% | 50% {| 28% | 22% 
SS Ss | } 41 50 
ED vucscanseese } 132 | +11°0% | 29 33 | 42 
Dec., 1916 . ee 152 | 16-0 39 | 27 | 37 


CURRENT DEPOSIT AND OTHER ACCOUNTS 


In our last half-yearly balance sheet before the outbreak of the 
present war, Lloyds Bank showed a total of current, deposit and 
other accounts amounting to £396,000,000. This was employed 
as to 10 per cent. in keeping our traditional cash reserve, and as 
to another 10 per cent. in bills, mainly treasury bills, which, with 
the 7 per cent, lent out as money at call and short notice, and 
other items, made up a little more than the 30 per cent. of liquid 
assets at which we aimed. 

At that date we had 27 per cent. of our deposits in investments 
and 42 per cent. in overdrafts. Both these figures reflected in some 
degree the effects of the previous war and the subsequent trade 
depression. The volume of our investments even then was larger 
than we needed, and our overdrafts lagged below the figure at 
which we should have preferred to see them. Any stimulus 
to increased borrowing that could be discerned at that time was 
due rather to the beginning of our armament programme than to any 
improvement in the normal trading activities of a nation at peace. 

By December, 1939, that is to say after four months of war, our 
deposits had risen by £38,000,000 to £434,000,000, an increase of 
9.6 per cent. The greater part of this increase, as well as the 
£6,000,000 by which our overdrafts had fallen, went into our liquid 
assets, mainly into treasury bills, and our proportions then were: 
liquid assets, 39 per cent. ; investments, 25 per cent. ; overdrafts, 
37 per cent. 

At the end of the first full war year, that is to say by Decem- 
ber 31, 1940, a further 13.1 per cent. on the year, or £57,000,000, 
had been added to our deposits, and in the balance sheet before 
you the increase for the twelve months to December 31, 1941, of 
£90,000,000 is at the rate of 18.3 per cent. 


PROPORTION OF LIQUID ASSETS 


To complete the picture, during these two full war-time years 
the proportion of our liquid assets has risen from 39 per cent. to 
50 per cent., and of our investments from 25 per cent. to 28 per 
cent., whilst our overdraft ratio has fallen from 37 per cent. to 
22 per cent. Altogether, since the outbreak of war, our deposits 
have increased by 46.7 per cent. 

Nearly half our assets are now in such a liquid form that they 
contribute only 1 per cent. to our ever-growing expenses. It may 
seem to some of you that this is not altogether a satisfactory state 
of things, and that some portion of our liquid assets might with 
advantage to our profits be transferred to higher yielding invest- 
ments. This is quite true, but I ought to point out that our 
investments for the first time in our history stand at a higher level 
than our total overdrafts, and that the total of £163,000,000 at 
which they appear in our balance sheet is such a large figure that 
even a moderate percentage fall in this value would represent quite 
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a substantial sum. Considerably less than a quarter of our ty 
resources are lent to our trading and manufacturing customer 
and that for destructive rather than productive purposes 


COMPARISON WITH THE LAST WAR 


That, in retrospect, is the course we have followed since the 
outbreak of war. Looking back on it, we see it as a fairly Straight 
line. But if we go back to the figures of the last war we find thy 
they did not follow so straight a course. Although our deposi; 
showed a consistent increase in 1915 and 1916 of II per cent, and 
16 per cent., the percentage of our liquid assets, on the othe 
hand, in those years showed first a decrease of 12 per cent, 
followed by an increase of 10 per cent.; our investment: ratio 
began with an increase of 19 per cent., followed by a decrease of 
6 per cent. ; while the proportion of overdrafts showed a decreag 
of 8 per cent., followed by a decrease of 5 per cent. It will thy 
be seen that in the last war changes in our figures were of , 
fluctuating and inconsistent character, whereas since the beginning 
of this war they have been uniformly in the same direction, We 
think we can see here evidence of a surer purpose and a firmer 
control in the national finances. 


THE NECESSITY OF SAVING 


To what extent we may experience further increases in our 
deposits largely depends on the willingness of our depositors w 
lend their surplus balances to the Government. Savings groups 
all over the country, on which members of our staff are patriotically 
giving their willing service, have been urging the public to with- 
draw their balances with the banks to the greatest extent possible 
and invest them in the various forms of savings loans which the 
Government has put at their disposal. This is a patriotic duty 
as well as an advantage to the individual. So much has been 
said already on this subject that I almost hesitate to dwell on such 
a well-worn theme. It is, however, impossible to exaggerate its 
importance, and I would like to add my testimony to the par- 
mount necessity of saving everything possible and of refraining 
from entering into the harmful competition of trying to buy 
consumable goods, the quantity of which is limited and the price 
of which tends to increase with every fresh competition to buy, 
while the effect is to diminish the purchasing power of the pound. 

If, however, the pounds are saved, purchasing power will be 
maintained and after the war, when we are again producing 
consumable goods instead of weapons of war, we may hope to bt 
in a position to buy what we want at a less cost than would other- 
wise be possible. Everyone recognises the disadvantage and dangers 
of inflation, and it is essential for everyone in his own interest 
and that of the State to see that he does not contribute by any 
action of his own in bringing it about. It is true that whether 
depositor invests his balance himself or leaves it in the hands of 
his bank, the treasury in either case gets the benefit of the monty, 
as the bank in the latter case will invest it in treasury deposit 
receipts or other forms of Government loan; but as long as th 
balance is left in the books of the bank at the disposal of the 
depositor, the temptation and power to draw it out and spend 
it always remain, 


TAX RESERVE CERTIFICATES 


The scheme of tax reserve certificates recently announced }) 
the Chancellor of the Exchequer will have the effect, I have 10 
doubt, of inducing the earlier transfer from the banks of moneys 
accumulated for the payment of taxes, and will serve as some check 
on the velocity of increase in our deposits. This is all to the 
good and will be of advantage to the treasury and the taxpaye 
alike. I feel convinced that many firms and individuals will & 
anxious to avail themselves of the facility now offered to them. 


COUPON BANKING ACCOUNT SCHEME 


In addition to the other multifarious duties which the banks 
have undertaken in connection with the war effort, we have recently 
greed to operate an entirely new service of a somewhat nove! 
character, which, we believe, will be welcomed not only by the 


‘Board of Trade, to whom the conception of the scheme is due 


and with whom the banks have co-operated in working out the 
detailed procedure, but also by large numbers of our customers 
who are concerned with the manufacture, merchanting and retailing 
of goods to which the Consumer Rationing Order, 1941, appbes: 
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Under this Order the public have to surrender coupons for all 
s of clothing and footwear, and these coupons have to be 
back from the shops through all the various branches of 

the trade—the wholesaler, the maker-up, the manufacturer—before 
gach in turn can replenish his stocks. 


SAVING OF LABOUR 


When one considers that at 66 coupons a year per head ot 

pulation an issue of close on three thousand million coupons 
is involved, which at present have to be counted and checked, 
not once only but three or four times on their journey from the 
ration books of the public to the textile mill or the tannery, one 
can appreciate the amount of labour involved in the mere handling 
of the coupons. 

The scheme which has been evolved and which it is hoped 
shortly to bring into operation will greatly facilitate the transfer 
of coupons between traders by reducing to a minimum the irksome 
ibour of counting and recounting the coupons and by obviating 
disputes and claims for coupons lost, stolen or destroyed. The 
coupons themselves will, in fact, only pass from the retailer to his 
banker and thereafter will be replaced by certified transfer orders. 
The banks will operate for every trader affected by the Order a 
separate account in which the currency will not be pounds, shillings 
and pence, but clothing coupons. I need hardly say that no over- 
drafts on these coupon accounts will be permitted. 


CLOSING OF UNESSENTIAL BRANCHES 


Another matter in which both our staff and our customers are 
interested is the closing of unessential branches. We have since 
the outbreak of war closed altogether 360 offices—some of them 
as part of a mutual arrangement with other banks, some without 
such arrangement. Our policy in this connection is dictated with 
two main objects in view—to maintain those banking services 
which are essential to the war effort and at the same time to 
release as many men as possible for the fighting services, and to 
reduce expenses. Our experience in pre-war days when we have 
amalgamated two of our branches in the same town has been 
somewhat disappointing. The hoped-for economy in staff has 
frequently been found in actual practice illusory, The combined 
business required a number of staff not far short of the total of 
the two separate branches. It should be remembered that the 
bulk of our clerical staff is engaged in the handling of cheques 
which are, in effect, part of the national currency. 

It is essential that the circulation of cheques should be main- 
ined without impediment ; any breakdown in the system would 
cause grave inconvenience and a further large increase in the Note 
ctculation. It must also be remembered that before two branches 
of any size can be amalgamated one of them has generally to be 
enlarged to accommodate the other, which frequently prevents 
any saving in expense as far as premises are concerned. It is 
doubtful, therefore, whether the closing of branches will relieve 
any great extent the strain on our staff, though some slight 
alleviation may be found in this way. 


CONVERSION OF ISSUED “B"’ SHARES INTO STOCK AND 
ALTERATION OF TRANSFER PROCEDURE 


As will be seen from the annual report of your directors and the 
wo resolutions of which notice has been given, we have decided 
0 recommend the conversion of our issued “B” shares into stock 
ad to dispense, in the case of both “A” and “B” shares, with 
the provision under Article 46 of our Articles of Associaton 
requiring seven days’ notice to be given of any proposed transfer. 
The conversion of shares into stock units is a procedure which 
is finding growing favour among public companies. because, by 
the elimination of definitive share numbers, it effects a saving of 
unnecessary labour in the preparation, checking and registration 
of transfer deeds, We able to convert our “A” shares as 
they are not fully paid. 

The provision of Article 46 requiring notice of any proposed 
transfer of our shares involves an unnecessary duplication of work. 
The Procedure is cumbersome and we think we can safely dispense 
with it. The proposed alteration in no way interferes with the 
right which the Directors have in their absolute discretion under 
Article 47 to decline to register any transfer of partly paid shares. 

We are also taking this opportunity of removing by resolution of 
the board the somewhat irksome rule that separate deeds are 


are 
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required for transfer of “ A” and “B” shares. In future, transfers 
of “A” shares and “B” stock may be included in one deed. All 
these three changes will, we feel, be approved by shareholders and 
will be appreciated by stockbrokers and others when dealing with 


our shares. 


BURMA CORPORATION LIMITED 
ORE RESERVE POSITION 
MR MARMION’S SPEECH 


The annual general meeting of Burma Corporation, Limited, was 
held, on the 31st ultimo, in Rangoon. 

Mr M. L. Burnet (vice-chairman) presided and read the speech 
prepared by Mr Marmion, the chairman of the company, in ‘the 
course of which he stated: The year has been an active one and we 
have disposed of the whole of our production of lead and silver 
without difficulty. The arrangements made in regard to copper 
matte continue to run very smoothly and have resulted in the 
realisation not only of stocks that had accumulated but also of our 
normal production. Our hopes have also been realised in regard 
to nickel speiss and we have succeeded in making a contract for 
the disposal of a considerable portion of our accumulated stocks 
ind, at the buyers’ option, of our normal production for an 
extended period. As to zinc concentrates, after completing a large 
contract with the Ministry of Supply, we are left without a market 
for .our production. But here again we exerted ourselves to 
develop fresh outlets for this product in another form and to a 
very limited extent our efforts have been rewarded. 

After dealing with the accounts and remarking that to save materials 
ind labour it might be necessary in future to consolidate the two 
annual dividends into a single payment in respect of each year, the 
chairman continued: The year’s operations left us with estimated 
reserves in the mine 280,993 tons below the estimate at June 30, 
1940, with a moderate all-round decline in assay values.. You 
iulready know that our development work has been completed and 
that, as stopes are worked out, we find, on re-assessing the ore 
reserves remaining, there has been a large tonnage of what we have 
called “excess ore” that has been extracted beyond the limits of 
the areas originally taken as containing the wholé of our reserves. 
This excess ore has been brought into our reserves progressively 
since 1938 as stopes have been completed, and it has been possible 
to arrive at a close estimate of the tonnage remaining, so that de- 
spite the absence of developments, the reserves have not reflected 
the depletion which would result if there had been no excess ore 
to set against the tonnage extracted in any year. In the year 1939- 
40, for instance, 473,568 tons were extracted, but owing to the 
bringing in of the excess ore estimated to have been mined, to- 
gether with a small tonnage from development work, the depletion 
at June 30, 1940, was reduced to 196,753 tons. 1 dealt very fully 
in my address on December 31, 1940, with the adjustments in 
tonnage and grade which the inclusion of this excess ore necessi- 
tates so as to arrive at a closer estimate of the reserves remaining 
in the mine. 


EXCESS ORE 


As regards the year under review, I may say that the same 
method of assessing the tonnage and grade of ore reserves remain- 
ing in the mine has continued and includes the tonnage of excess 
ore estimated to have been mined from all stopes completed 
to June 30, 1941. The influence of excess ore upon 
our reserves, since we undertook the re-assessment in 1937, 
has been substantial and the tonnage so far included begins to 
approach the total which, as I then indicated, might ultimately 
accrue from this source. 

The chairman then referred to the excellent services rendered 
by the staff and to the retirement of Mr E. Hogan Taylor and 
Mr Ponsford and concluded his remarks as follows: —I am pleased 
to announce that we propose to appoint Mr Henry Ponsford, who 
is so well known to you as our former secretary, to be a member 
of the board. I am confident that you will welcome this appoint- 
ment as much as we do, for Mr Ponsford has a wide experience 
and an intimate knowledge of our affairs which ought not to be 
lost to the corporation. 

The report and accounts were unanimously adopted. 
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WESTMINSTER BANK LIMITED | 


EFFECTS OF UNPRECEDENTED WAR EXPENDITURE | 


GROWTH OF DEPOSITS 


PROGRESSIVE INCREASE IN RATIO OF LIQUIDITY 


DIVIDENDS MAINTAINED 


THE HON. RUPERT E. BECKETT’S REVIEW 


The annual ordinary general meeting of the Westminster Bank, 
Limited, will be held on the 28th instant. 

The following is the statement by the chairman, the Hon Rupert 
E. Beckett, which has been circulated to the shareholders : — 

Following the procedure which was adopted last year it is my 
intention to give, in the form of this printed statement, the 
information upon the year’s accounts to which the attention of 
shareholders should be particularly directed. The proceedings at 
the meeting will therefore be confined to the submission of the 
customary resolutions to the shareholders present and to any 
discussion arising thereon. 


CHANGES ON DIRECTORATE 


Before commenting upon the figures I must refer to changes 
which have taken place in the directorate of the bank. The board 
have lost by death two of their colleagues—the Hon. Francis N. 
Curzon and the Marquess of Willingdon. Mr. Curzon joined the 
directorate of Parrs Bank as long ago as 1914 and had therefore 
served as a director for the long period of 27 years. Lord 
Willingdon joined the board in 1936, and though his term of 
office was short he served with distinction. In March of last year 
Dr. W. H. Coates, a director of Imperial Chemical Industries, 
Limited, was elected to a seat on our board. Soon after his 
election he was requested by the Government to undertake an 
important mission overseas, and it was not until January rst this 
year that he was-able to assume regular duties at the bank. 

We welcome Dr. Coates and are pleased to have his co-operation 
as one of our directors. It is with regret that I report the death, 
while in the active service of the bank, of one of our general 
managers, Mr. John Harriss, who faithfully served the bank over 
the long period of 41 years. To fill the vacancy thus created the 
directors have appointed as a joint general manager Mr. L. P. 
Meredith, who had been an assistant general manager for some 
years past. 

In my statement to the shareholders last year I drew attention 
to the great changes brought about by the war in the country’s 
economic life, and the year 1941 has but served to accentuate two 
of the main factors to which I then alluded. There has been an 
acceleration of the extraordinary war expenditure of the nation 
and necessarily, therefore, an increase in banking resources. 


WAR'S EVER-INCREASING DEMANDS 


With regard to the first of these factors, it is inevitable that 
war, in this scientific age, with its high degree of all forms of 
mechanisation, must make ever-increasing demands upon the 
nation’s resources, and Government war expenditure is, after all, 
only one side of the triangle of man-power, machines and money. 
The payment out of the Exchequer for the past twelve months to 
the end of December last was £4,654 millions, and if we add 
to that the £4,011 millions expended for the 16 months to the 
end of 1940, we arrive at the colossal figure of £8,665 millions to 
the end of 1941. 

It is of interest to note, by way of comparison, that the total 
Votes of Credit for the last war, inclusive of considerable loans to 
the Dominions and Allies, was approximately {£8,400 millions. 
This unprecedented war expenditure is the outstanding and all- 
pervading background against which financial and banking opera- 
tions must be viewed in order to see them in their true perspective. 
The economc and social implications of such gigantic expenditure 
on war, not only in this country but all over the world, are of 
profound significance, and the problems raised thereby will demand 
the attention of the finest brains for many years to come. 


DEPOSIT LIABILITIES 


As a corollary to such expenditure there was an increase jn th 
deposit liabilities of the clearing banks, during the year to Novem. 
ber last, of no less than £507 millions, compared with an increas 
of £437 millions for the previous 15 months. Increased resource: 
created in war-time and by war expenditure should, and in fac 
must, be made available in one way or another to the Government 
and towards the end of last year the Treasury authorised the issue 
of tax reserve certificates by subscriptions for which certain ta 
liabilities could be anticipated, thereby making immediately avait 
able to the Government money which would not otherwise be paid 
until the tax payments became due. These certificates carry 
interest at the rate of I per cent. per annum, free of income ta 
and surtax. There are indications that a liberal use will be mad 
of this facility and, if this proves to be the case, then the growh 
of bank deposits will be correspondingly slowed down. 

The deposit liabilities of this bank at the end of the year show 
an increase of some £60 millions, and certain alterations have taken 
place in our assets in consequence of this increase. Treasury 
deposit receipts at £1094 millions show an increase of £59} millions 
over the corresponding figure for last year, and this, of course, 
provides a high degree of liquidity, notwithstanding a diminution 
in our bill portfolio of £20 millions. The liquidity items in the 
bank balance sheet gives a ratio to deposit liabilities of no less than 
46.61 per cent. 


INTEREST BEARING ASSETS 


The main interest-bearing assets, namely, advances and invest- 
ments, which respectively exhibit ratios of 24.84 per cent, and 
31.67 per cent. to deposit liabilities, have, during the year, changed 
places for the first time in banking history in their order of prt- 
cedence. Hitherto the ratio of advances to deposit liabilities was 
always higher than that of investments. The rise in investments, 
common to the clearing bankers, has been perhaps the most 
interesting banking change during the year. ‘The two forces which 
have operated to produce this result are: 


1) the subscription by the banks to Government war issues ; 


ind (2) the decline in the demand for banking accommodation for 
purposes outside the war effort—a quite natural and 
healthy feature of the nation’s commercial and industrial 
life which must be geared to maximum war production 
and, furthermore, evidencing the effort to prevent the 


development of unnecessary inflationary tendencies. 


In the past year the increased resources obtained from an increas 
of £60 millions in deposits, together with a reduction of {18 
millions in advances, viz., £78 millions in all, have found employ- 
ment in a net increase in the liquidity resources of £42 millions 
and an increase in investments of £36 millions. Similar alteravon 
in distribution are common to all banking institutions 


CHANGES SINCE 1938 


The table on the following page shows the changes which have 


taken place in the composition and distribution of the 1tem’s a 
the bank’s assets year by year since pre-war days. 
It will be observed that the ratio of liquidity items to ioral 


deposit liabilities has grown progressively over the past four veart 
as follows: — 

43.16 per cent. 
46.61 per cem. 
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Changes between 
1938 and 1941, 











1938 1939 1940 194] a ees 
aoe. t 
Item |_ a Se a Py has 7 ‘eons ase 
Ratio to | | Ratio to | | Ratio to Ratio to | j 
£ millions | Deposit | £ millions | Deposit | £ millions | Deposit | ¢ millions | Deposit | £ millions | £ millions 
| Liabilities | Liabilities | Liabilities Liabilities | 
| { | t 
o , of | of 
Deposit Liabilities. . 346-2 en 410-1 | |; 49:9 |. 123-7 
Cash and Balances with Bank of England ................. 37-0 | 10-71 376 | 10:27 | 45-4 | 11-09 |} 49-2 10 -47 12-2 | 
° | | 
Balanceswith and cheques in course of collection on other Banks} 12-7 368 | 16:3 | 4-45 | 18-4 4-48 23-9 | 5-09 | 11:2 
Money at Call and Short Notice ............654: 20°8 6-01 | 34-0 9-29 28 6 6-97 | 23-5 4-79 | 1-7 
5 j | 1 j 
Bills Discounted ...........-++ 40-9 | 11-82 45-1 12 -32 3446 | 8-43 13-9 | 2-96 nn i; 27-0 
} | | } 
Treasury Deposit Receipts . . vdsdichal aaie te rt) Wl 50:0 | 12:19 | 109-5 | 23-30 109-5 | 
| 
Total of Liquidity Ttems ........ccccseceses } 111-4 133-0 177-0 | 219-0 107 6 
} | | 
Ratio of Liquidity Items to total Deposit Liabilities Es , 32-22 | 36 33 ha 43-16 | den 46 -61 ‘ | 
| | ae 
" ss mang | | | | 
Advances ..... 134-1 38:74 | 141°4 38-60 | 134°5 32°80 | 116:7 | 24-84 i 17-4 
| | i j 
Investments : { i | 
(a) British Government 110-2 31 +84 100 -2 27°38 | 107-2 26-13 143-7 | 30-58 335 j 
(6) Others (including those in subsidiaries) pol 4:9 1-42 0 1-64 | §5 | 1-34 | 5°1 } 1-09 | 0-2 


The corresponding reduction in the ratio of the two main earn- 
ing assets of advances and investments has of necessity affected 
adversely our profit and loss account: the change in our banking 
structure brought about by this alteration in distribution of assets 
has an important bearing upon the earning power of the bank. 
Net earnings are also adversely affected by material increases in 
costs and by increases in the rate of income tax and by national 
defence contribution. 


ALLOCATION OF PROFIT 


After providing for rebate and taxation, and appropriations to 
the credit of contingency accounts (out of which full provision for 
bad and doubtful debts has been made), the net profit for the past 
year amounts to £1,189,696—a shrinkage of £120,933 as compared 
with last year’s figure. ‘This result may, in view of the heavy 


taxation, be considered satisfactory, and your directors have been 
enabled to declare dividends at the same rate as last year, viz., 
18 per cent. on the £4 shares (£1 paid) and the maximum of 
124 per cent. on the £1 shares (fully paid), while making the 
allocations, customary in recent years, of £309,000 to officers’ 
pension fund and £100,000 in reduction of the bank premises 
account, at the same time recording a small increase of £12,734 
in the carry forward to £563,863. 

As shareholders are aware, our foreign auxiliary, Westminster 
Foreign Bank, Limited, has all its trading branches in Belgium and 
in France (in enemy or deemed enemy occupied territory), and I 
can add nothing to the statement which I made last year. 

The figures for our affiliate, the Ulster Bank, Limited, are before 
you, and the profit for this year is £132,494 as against £134,616 
for the previous year. The progress of this healthy business is 
considered quite satisfactory. 


NATIONAL PROVINCIAL BANK LIMITED 


EXPANSION OF BANKING FUNDS 


WARTIME PROBLEMS 


SATISFACTORY RESULT OF YEAR’S WORKING 


MR. COLIN F. CAMPBELL’S STATEMENT 


The one huridred and ninth annual general meeting of the 
National Provincial Bank, Limited, will be held, on the 29th 
instant, at the head office, 15 Bishopsgate, London, E.C. 2. 

The following statement by the chairman, Mr Colin Frederick 
Campbell, has been circulated to the shareholders : — 

In view of the continuance of conditions which prompted me to 
circulate my observations with the report and balance sheet last 
year, I am taking a similar course this year. The proceedings at 
the annual general meeting on January 29, 1942, will be confined 
to the necessary business to be transacted. 


BOARD OF DIRECTORS 


The only change I have to report in the constitution of the 
board of directors is the election of Mr M. R. Hely-Hutchinson, 
MC, MP, whose wide experience will be of great value to the 
bank. We have also appointed Mr Ashley S. Ward a local director 
af the board at Sheffield, where his specialised and extensive 


peraniten of the business of that city will be highly appreciated 
yY us, 


MANAGEMENT AND STAFF 


During the year the numbers of our management and staff were 
further depleted by releases for military and other Government 
service. A total of 2,848 men, or 43 per cent. of the pre-war male 


staff, were serving with the armed forces at the end of the year 
Of this number 943 held commissioned rank. Further awards for 
gallantry in action have been earned in addition to those [I 
announced a year ago. There have, of course, unhappily been 
casualties both among serving members of the staff and those who 
remain with us, but I am thankful to say that the number suffered 
so far represents a very small proportion of those exposed to the 
risks of war. I know that shareholders will join me in wishing a 
safe return to all those members of our staff engaged upon active 
service. 

In common with other industries, we must anticipate the release 
of more staff, both men and women, as the expansion of the armed 
forces gathers momentum. We are indeed fortunate in the spirit 
in which those who carry on with varying responsibility the daily 
duties of serving our customers. In addition to what is often an 
exacting day’s work at the bank, practically every member of the 
staff, male and female, has undertaken duty of national service, 
involving much of what would otherwise be leisure time. 

It is not unlikely that this country may have to face difficulties 
and restrictions greater than those of the past two years, and we 
as bankers may be called upon to strain our organisation to an 
even greater degree than has so far prevailed. Whatever demands 
may be made upon us, our shareholders and the public generally 
can rest assured that we shall spare no effort to maintain and 
continue the service to the public so far as is humanly possible. 
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THE PUBLIC AND BANKING SERVICES 


1 would bke also to pay a tribute to these on the public side of 
the counter—our customers. The difficulties in carrying on an 
efficient banking service which the war necessarily imposes upon 
us have been immensely lightened by the kindly understanding 
of those we serve. We know that real inconvenience has often 
been caused, and I would assure them that our one wish is to be 
able to restore and improve as soon as possible the amenities they 
previously enjoyed. 

Perhaps I may be allowed to add that I have learned in my 
office as president of the British Bankers’ Association that our own 
experience of the willing co-operation of our customers is similar 
to that of all the other banks, and I extend to these customers our 
thanks for the sympathetic manner in which they have put up 
with inconveniences. of various kinds. 

Before commenting on the accounts, there is one more matter to 
which I attach great importance, to which I would like to allude. 
With the virtual disappearance of unemployment among all sec- 
tions of the public and the general, and in many cases very sub- 
stantial, rise in money incomes, the field open to banking activities 
has been greatly extended, I venture to think that there are 
many who are beginning to appreciate the services offered by the 
joint stéck banks, which, in fact, are unsurpassed in any other 
country in the world. I have heard it said that banks exist prin- 
cipally for those who are assumed to be well off, but I take this 
opportunity of assuring those who perhaps have only recently 
been possessed of money incomes beyond their immediate needs 
that the banks will gladly undertake the safe custody of their hold- 
ings of cash, attend to their purchases of War Savings Certificates, 
and in genera) offer them a complete banking service. 


FHE STATEMENT OF ACCOUNTS 


Che cnciosed statement of accounts reveals a general expansion 
of figures, but alterations in individual items over the year have 
been mainly a continuation of trends with which I dealt a year ago. 
On the liabilities side of the balance sheet, deposits show a con- 
siderable increase of £85,000,000. The counterbalancing increase 
on the assets side is spread between cash, Treasury deposit receipts 
and investments, which show increases respectively of £9,000,000, 
£79,000,000 and £23,000,000. 

In ordinary peaceful circumstances expansion of bank figures 
may generally be regarded as a reflection of increasing industrial 
and trading prosperity. The case is very different in time of war, 
which must always be an impoverishing process. There is a ten- 
dency to forget this elementary fact and to interpret swollen figures 
as an indication of greater national prosperity. As far as banking 
is concerned, I can assure you this is not the case. It is true, of 
course, that our gross revenue from Treasury deposit receipts and 
investments has shown a sharp rise, but this has been partly offset 
by reduced income from bills discounted and particularly from our 
main source of revenue, viz., advances. Loss of income under 
these heads, together with the rising expense of supplies and over- 
heads and the cost of the additional deposits, have, to a great 
extent, counterbalanced the increased income from our holdings 
of Government <ecurities. 


PROFIT AND LOSS ACCOUNT : DIVIDEND 


When ali factors are taken into consideration, I think we may 
regard the results of the year’s work, which shows a net profit 
of £1,057,783, as satisfactory. After payment of dividend at the 
rate of 15 per cent. per annum, and after allocations of £100,000 
to bank premises account, £150,000 to pension fund, and a special 
£100,000 to war contingencies fund in view of the many uncertain 
factors with which we may be faced in consequence of the war, 
the amount carried forward is £543,113. 


It will be observed that in the report the dividend declared is 
stated net, i.e., less income-tax; this represents the actual cash 
payments to shareholders. In former years dividends have been 
stated gross, i.e., subject to income-tax. The effect of this change 
is that the income-tax recoverable by deduction from the dividends 
has now been charged before arriving at the profit shown by the 
account. 

Although the rate of dividend declared is expressed as at the 
rate of I§ per cent. per annum on the paid-up capital of the bank, 
it should be realised that the shareholders’ interest in the bank 
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is a much larger sum than this item. Were the dividend expresgey 
in relation to the paid-up capital the reserve and internal fund; 
accumulated in past years, the rate would be a very moderate one 


THE OUTLOOK 


I have referred above to the pronounced trend towards expansio; 
of banking funds. There is no deep mystery about this. Experi 
ence of the last war taught us that large-scale continuous Govern. 
ment financing by borrowing from the banking system engender 
continuous growth of deposits. The main justification of this type 
of financing is based upon the necessity of bridging the gap between 
national expenditure and other types of revenue, but there are 
obvious dangers attached to it. No great harm need necessarily 
result from an increase in purchasing power provided the exces; 
is not spent in consumption of the limited supply of commodities 
There is, however, good reason to think that more than is desir- 
able in the national interest is still being spent in this way. 
There is urgent need for every individual} to curtail still further 
his or her consumption of goods and to lend savings direct to the 
Government, and in this connection I trust that what I have already 
said as to the increased money incomes of large numbers of the 
community may reach some, at least, of those for whom it is 
intended. 

The momentous political and military events of the past year 
are fresh in the minds of all of us. The Allied nations have achieved 
a number of successes to set against reverses sustained particularly 
in the Far East. The outlook a year ago was indeed obscure, and 
we are thankful that a great deal of uncertainty has since been 
dissipated. We now know exactly where we stand vis-d-vis the 
leading nations of the world, and we have the further knowledge 
that the combined resources of our Allies and ourselves should 
become overwhelming as the war progresses. 


APEX (TRINIDAD) OILFIELDS, 
LIMITED 


GOOD PROGRESS MAINTAINED 


The twenty-second ordinary general meeting of Apex lrinidad) 
Oilfields, Limited, was held, on the 21st instant, in London, . 

Mr Walter Maclachlan (the chairman), in submitting the direc- 
tors’ annual report and accounts for the year ended September 30, 
1941, said that the oil profits and other revenue for the year 
amounted to £586,329, and, after providing £235,112 for amort- 
zation of wells and £15,750 for head office expenditure, the net 
profit for the year was £335,467 The balance brought forward 
was £131,073, and the total to be dealt with was thus £466,540. 
The reserve for taxation had called for £131,000, as compared with 
£190,000 in the previous year, and they had transferred £30,000 
to general reserve in respect of capital expenditure. They recom- 
mended the payment of a final dividend of 17} per cent., making 
a total dividend of 30 per cent. for the year. As a result of 
Dominion Income Tax Relief, tax was deducted from the total 
dividend for the year at 6s. instead of the standard rate of 10s, in 
the £. 

The sales of most of the products from their deliveries of crude 
oil to Trinidad Leaseholds, Limited, were now dealt with through 
the Petroleum Pool. The estimated realisation prices showed 4 
slight decrease as compared with the previous year, which should 
be made up when the final realisations were available. Under the 
existing circumstances, he was sure shareholders would share the 
directors’ satisfaction with the result of the company’s operations 
during the past year and with the dividend now recommended. 
Conditions prevented him from submitting a full review of thet: 
operations and developments and from dealing in more detail with 
their production and operating results for the year. He could. 
however, assure shareholders that all the operations on their 
property had continued to make good progress during the year. 
that their results had continued to prove successful and that the 
conditions with regard to the property remained in every respect 
satisfactory. 

They continued to operate under their sales agreements with 
Trinidad Leaseholds and United British Oilfields of Trinidad to 
their mutual satisfaction. 

The report was unanimously adopted. 
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MARTINS BANK LIMITED 


TREND OF WARTIME OPERATIONS 


FURTHER GROWTH OF DEPOSITS AND INVESTMENTS 


OPTIMISM IN YEAR’S OUTLOOK 


Mr Frederic Alan Bates, chairman, has issued the following 
statement to shareholders of Martins Bank, Limited, preparatory 
1o the one hundred and eleventh annual meeting to be held on the 
27th inst. :— 

In view of prevailing conditions and the general desire that 
proceedings at annual meetings of shareholders should be curtailed, 
I do not propose to deliver an address at the bank’s forthcoming 
annual meeting on January 27th this year. I am therefore circulat- 
ing this statement with the directors’ report. The usual resolutions 
will be submitted at the meeting. 

Before dealing with the accounts and the business of the bank, 
it is my sad duty to refer to the death of three members of the 
board—Sir Richard Durning Holt, Bart., Mr G. E. B. Bromley- 
Martin and Mr J. J. Ritchie. Sir Richard Holt and Mr Bromley- 
Martin were deputy chairmen, Sir Richard having been chairman 
in 1937-38. As head of his firm of Alfred Holt and Co., managers 
of the Blue Funnel Line, and as chairman of the Mersey Docks 
and Harbour Board, he had a world-wide reputation. Mr Bromley- 
Martin had been the bank’s London managing director since 1918, 
when the Bank of Liverpool acquired Martins Bank. He took a 
prominent part in arranging the amalgamation, and subsequently 
gave most valued and wholehearted service to the combined banks’ 
interests in London. His memory will be revered. Mr Ritchie 
had served the bank as an official and director for more than sixty- 
two years. He retired from the position of deputy general manager 
in 1919 and acted on the board for twenty-two years. The loss of 
the ripe experience, judgment and ability of these three directors is 
deeply regretted by their colleagues. 

Mr R. M. Holland-Martin, C.B., and Mr A. Harold Bibby, 
D.S.O., have been elected to the positions of deputy chairmen. Sir 
William Clare Lees, Bart., O.B.E., a member of the Manchester 
board for the past eight years, was elected to the general board in 
April last. His knowledge of Manchester affairs will give addi- 
tional strength to the representation on the board of that valuable 
side of the bank’s business. 

Sir Harold Mackintosh, Bart., a member of the Leeds board, is 
to be congratulated on his appointment as a vice-chairman of the 
national savings movement under Lord Kindersley. For the present 
he will have less time to give to the affairs of the bank, but his great 
organising ability will be at the service of the country. 

On his retirement in May last from the position of Leeds dis- 


trict general manager, Mr Herbert Holt was elected to the Leeds 
board, 


STAFF 


Another year of war has been experienced with increasing 
momentum of the national effort. This has affected the bank in 
all its activities, both in relation to staff and to banking business. 
First, I refer to the officers and staff. Last month certain new 
appointments were made among the bank’s executive officers. Mr 
J. M. Furniss, general manager, became chief general . manager, 
Mr James McKendrick deputy chief general manager, and Mr 
F. A. Moore and Mr Frank Voyce joint general managers. Mr 
Voyce will continue to be stationed in London. It gives me 
Pleasure to acknowledge the high executive ability of these officers 
in their conduct of the bank’s affairs. The place of the bank in 
the work of war brings new pressing duties and additional burdens 
to the shoulders of all the officers and staff, and I am glad to pay 
my tribute to their service and standard of duty throughout the 
year in circumstances which have often been difficult. 

To date 1,028 members of the staff have joined the forces. Ten 
have given their lives for their country, three are missing, and 
14 are prisoners of war. To the relatives of those who have made 
the great sacrifice, or are missing or prisoners of war, the sincerest 
sympathy is extended in their bereavement or anxiety. Nor must 
I Omit to record that a number of the staff have received decora- 
Hons or been mentioned in despatches for gallant and distinguished 


service in various parts of the world, on land and sea and in the 
air. To replace those in the forces, men, youths and women have been 
engaged on a temporary basis, the majority being women. More 
of the staff will be called up in a short time, so that the problem 
is by no means easy, bearing in mind the necessity for assuring 
the efficient functioning of the banking system. To help to solve 
it many branches have been closed, and this process is being con- 
tinued. At the same time, an endeavour is being made to give 
customers as full a banking service as possible. The whole staff 
is working zealously to that end. 


TAX EFFECT ON PROFITS 


It will have been noticed from the published announcement of 
profits and from the report which accompanies this statement that 
the, now common practice of showing profits after deduction of 
tax on shareholders’ dividends has been adopted. The change is 
purely one of accountancy which does not affect the final result, 
but shows more clearly the incidence of taxation on the bank’s 
earnings. The net profit for 1941 is £587,248 against a net profit 
for 1940 (adjusted to the basis now adopted) of £641,427, but the 
decrease is more than accounted for by taxation. Additional earn- 
ings from larger resources have been offset by expenses in respect 
of grants-in-aid given to the staff where the higher cost of living 
presses most severely by war damage contribution and insurance, 
and in other directions due to the war. 

The amount brought forward from last year is £347,771, which 
with the profit of £587,248 makes £935,019 available for distri- 
bution this year. The usual interim dividend of 7} per cent. was 
paid in July last. It is proposed to pay a final dividend for 1941 
at the same rate, making 15 per cent. for the year. The two 
dividends will take £312,003 net after deducting income-tax. There 
has been transferred to staff pension fund £100,000, and, following 
last year, with the uncertain times in mind, a further sum of 
£150,000 has been placed to reserve for future contingencies, leaving 
£373,016 to be carried forward. 


BALANCE-SHEET 


Reviewing the balance-sheet, I draw attenuon the figure 
of deposits, which has risen during the year by 434,290,000 to 
£157,600,000, due to heavy Government expenditure on war pro- 
duction, and to increasing prices and pay rolls. It is too early to 
estimate the full effect of the new tax reserve certificates, but the 
result may well be the slowing down of the increase in bank 
deposits. 

Investments, a high proportion of which 1s in short-term secun- 
ties, have increased by £13,480,000 and now stand at £58,940,000. 
From time to time surplus funds are invested in new Government 
loans and in the war-time item of Treasury deposit receipts. 
£28,000,000 of the latter are held, as against £9,000,000 this time 
last year. 

Advances have decreased by some £5,600,000. Notwithstanding 
that engineers, machine tool makers, contractors aad others en- 
gaged on war work are extremely busy and take considerable accom- 
modation, their demands do not offset the decrease in advances 
in other directions due to the contraction in business not considered 
essential to the prosecution of the war and to less finance being 
required in connection with imported commodities. In all essential 
industries the bank is very ready to help, and adopts a generous 
attitude to applications for advances to customers engaged upon 
war work. Business and turnover continue to be very active. 

Liquidity has been maintained. Cash in hand and at the Bank | 
of England stands at £17,621,000, or 11.14 per cent. of deposits, 
the total of. quick assets comprising cash, money at cali, balances 
with other banks, Treasury and other bills and Treasury deposit 
receipts being £66,351.000, that is 41.96 per cent. of deposits 
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Premises stand at £2,867,000, an increase of £22,000 on the year. 
While some damage from enemy action has been sustained, I am 


glad to say that the bank has been fortunate in this respect. 
repair work has been possible it has been carried out, and the 
In the case of the few branches in 
which damage was heavy, it was found possible to operate at 
neighbouring offices, with occasional timely help from banking 
The minimum of in- 
convenience was caused to customers, owing to the various pre- 
cautions taken, which worked well in restoring the organisation at 
offices placed temporarily out of action. 
thanks the extreme consideration of customers and their readiness 
No change has been made in the book value of 
The precise money value of the damage can- 
not yet be exactly ascertained, but it is a small figure in relation 
to the total value of the bank’s properties, and in any case the 
amount is recoverable under the War Damage Act. 


business has not suffered. 


friends, for which I express warm thanks. 


to be helpful. 
damaged premises. 


I acknowledge with 


Where 


possible. 


fidence in victory. 
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THE ONE AIM 


I have confined my observations to the domestic affairs ‘of the 
bank, the sound position of which fully justifies optimism jn the 
outlook for the new year. While serious thought 1s needed in cop. 
sidering the future of the country’s trade after the war, it should 
be clear to all that the nation’s life in its various aspects, industrial, 
commercial and social, must be solely directed for the present to the 
one aim of a concentrated effort to win the war in the shortest time 
There are very few activities which are not now con. 
trolled or indirectly affected by control, a condition of things criti- 
cised at times, naturally, but on the whole accepted willingly. Ip 
these circumstances, forecasts of the future or reviews of the trade 
of the country generally appear out of place. 
just closed brought many anxieties to the nation, but also much 
for which to be thankful, and there are sure grounds for firm cop- 


The year that has 





RECORDS and STATISTICS 


STOCK EXCHANGES 


London 


Note: All dealings are for cash 


CONTINUED Japanese successes, contrast- 
ing with moderate advances in Russia and 
Lybia, still constitute the dominant in- 
fluence in the markets, and with buyers 
holding off, pending clarification of the 
situation, industrial equities, mining and 
oil shares are all easier. In the gilt-edged 
market, however, renewed investment 
support at the re-opening occasioned 
numerous small gains for irredeemable 
issues, while the following day some 
short-dated stocks advanced _ slightly. 
Steady demand for South American stocks 
in the foreign bond market was reflected 
in persistent gains for Brazilian and 
Chilean bonds, although the latter eased 
slightly later on profit-taking. Mexican 
bonds were in demand, while Peruvian 
Corporation senior stocks improved at the 
re-opening. Details of the new agree- 
ment and revived dividend hopes brought 


buyers to the home rail market. Junior 
issues were strong after the week-end 
GW ordinary rising 1 point among 


numerous other advances. The following 
day, however, quiet conditions left prices 
unchanged although senior issues showed 
some slight improvement. Among foreign 
rail issues, a strong demand for Antofa- 
gasta § per cent preference stock, on the 
report of larger demands for Chilean 
nitrate from the United States, raised the 
price 7 points in three days. In midweek 
Antofagasta lost 1} points, while home rail 
junior issues came in favour again. Argen- 
tine stocks were, however, without interest. 
* 


External influences militated against 
any development of business in the in- 
dustrial market, and most sections showed 
small declines. In the aircraft and motor 
group, De Havilland and Rolls Royce 
moved against the trend at the re-opening, 
while changes in heavy industrial issues 
were within narrow limits. Some scat- 
tered selling of brewery shares was re- 
fiected in losses for Bass and Mitchells and 
Butlers among others, while the tobacco 
group, apart from Carreras, was generally 
easier. Small declines among textile 
shares were general, and Cunard led a 
modest fall in the shipping section. Among 
miscellaneous industrials, Murex was in 
demand in the early part of the week, 
while International Nickel reflected some 





slight support. Later industrials were quiet 
and irregular. 


* 


Lack of interest in the Aaffir market 
led to dull conditions and a_ strong 
downward trend developed. Losses were 
moderate, but became rather wide- 
spread. The decline in Far Eastern 
tim shares was halted by some light 
buying on Monday, but the following 
day Mawchi and Renong eased on 
Japanese penetration to Tavoy. Buying 
ot Nigerian issues continues, and Cornish 
mine shares have come into favour. The 
rubber market remained dull, although 
the downward trend. was not so pro- 
nounced. Quiet conditions prevailed in 
the oil market, but the Far Eastern de- 
velopments, particularly the Burma thrust, 
occasioned a_ steady decline, especially 
among the leaders, Anglo-Iranian and 
Burmah each losing 4 on Tuesday after 
earlier, but smaller, losses. Attock was in 
favour, however, while, under speculative 
buying Ultramar rose Is. 9d. at the re- 
opening, only to fall back Is. next day. 


** FINANCIAL NEWS” INDICES 


Approx 


: Security Indices 
Total Corre 
1942 Bargains Day 
in S.E. 1941 30 Ord. | 20 Fixed 
List shares* Int.t 
SOG, BO s00% 3,180 2,323 81-1 133 -4 
16.... 3,164 2,258 80-7 | 133-5 
BD ses 3,666 2.498 | 80-€ 133 6 
we ves 2,906 2,818 80-7 133°7 
21 2,937 2,046 80-9 133-8 
* July 1, 1935=100. ¢ 1928=100. 30 Ordinary 


shares, 1941 highest, 83-2 (Dec. 2); lowest, 66-8 


April 24). 20 Fixed Int., 1941; highest, 132°! 
(Dec. 5); lowest, 126-1 (Jan 2 

New York 
SLOW trading and a generally subdued 


tone reflected the total lack of incentives 
on Wall Street. While some buying of 
railway stocks induced a slightly firmer 
trend throughout the market in the curly 
part of this week, initial gains weie not 
maintained as turnover declined. 


New York Prices 


Total share dealings: Jan. 15, 450,000; 
Jan. 16, 480,000; Jan. 17,* 220,000; 
Jan. 18*, 430,000; Jan. 20, 490,000; Jan 
21, 580,000. 


* Two-hour session 


STANDARD STATISTICS INDICES 
(1935-36 = 100) 
WEEKLY AVERAGES 


141 | 
| Dee. Jan. | Jan 
Low . High 31, 7 14 


Dec. | Oct. | 1941 | 1942 | 1942 
24 1 | | 
347 Industrials ....| 71-6 | 83-9 | 73-0 74-8 | 75-0 


OS appealed 58 -6(6) 71 -7a) 61-3 | 66-9 | 695 
40 Utilities ‘61-0 | 80-2. 65-2 | 67-4 | 66-4 
69-3 | 82-6 72-1 | 73-2| 73:3 


419 Stocks ~ 
. |B 299% '6 41% 7 88% 7 66% '7 65% 


Av. yield* 


* 50 Common Sto ks (a) Nov 5. (b) Dec. 10. 


Datty AVERAGE OF 50 Common STOCKS 


Jan.8 | Jan. 9 | Jan 10 | Jan. 12 | Jan. 13 | Jan. 4 





' 
= a 
1942 High: 91-2, January 5. Low: 87-6, Jan. 10 


88-8 | 88°35 | 87-6 88-1 | 90:1 | 90:2 


Capital Issues 


Week ending Nominal Con- New 


January 24, 1942 Capital versions Money 

£ f f 
By Permission to Deal 90,775 175,954 
Particulars of Government issues appear on page 129 
Including Excluding 
Year} Conversions meni 

£ 

1942 49,036,438 47,236,438 
1941.. 69,559,516 69,559,516 


Destination (Conversions Excluded) 
Brit. Emp. Foreign 


Year U.K ex. U.K, Countries 
£ é f 
1942 47,236,438 Nil Nil 
1941.. 69,540,512 19,008 =NW 


Nature of Borrowing (Conv. Excld.) 


Year Deb. Pref. 7 
£ £ 
ee 47,060,484 32,029 143,925 
ieee ' 69,540,512 8,541 10,483 
+ Includes Government Issues to Jan. 13th, 1942, only. 
Above figur include all new capital in W 
permission to deal has been granted. 


BY TENDER 


Bristol Corporation.—Offer by tender 
£500,000 bills for £1,000 and £5,000, 
dated January 30, 1942, payable July 30 
1942. Tenders received January 26th at 
Westminster Bank, New Issue Depatt- 
ment, 41, Lothbury, E.C 2. Consent of the 
Treasury has been obtained. 


(Continued on page 131.) 
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GOVERNMENT RETURNS 


For the week ended Jan. 17, 1942, total 
ordinary revenue was £76,997,000, against 
ordinary expenditure of £86,000,000, _and 
issues to sinking funds of £205,000. ‘Thus, 
including sinking fund allocations of 
(8,361,701, the deficit accrued since April 
Ist is £2,517,514,000 against £2,048,635,000 


for the corresponding p¢ riod a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 
“loa 
(£ thousands) 





Esti April 1| Aprill Week Week 
Revenue rosea J to to ended ended 
1941-42 Jan. Jan. Jan. | Jan. 
18 17, 18, 17, 
1941 1942 1941 1942 
ORDINARY 
REVENUE ; 
Income Tax 756,000 266,033 426,039 35,081) 46,991 
Suretax e 80,000, 40,568 41,127, 5,400; 6,250 
Estate, etc., | | 
‘Duties 82,000 61,541 70,908) 1.557| 2,462 
Stamps . 14,000; 10,378 9,893) .. san 
MDA. ..- | 210,00 18,322 16,774 400 490 
EPT.......J |“ | 48,729, 195,079, 1,693] 3,428 
Other Inld. Rev. 1,000 378 327 30 50 
Total Inld. } 1143000 445,949 760,147, 44,161) 59,651 
Custe 310,700 242,084 289,101) 6,203) 8,636 
Ex 6,660° 154,000 248,800) 6,600; 2,900 
tal Customs & 
Excise 577,360 396,084, 537,901) 12,803) 11,536 
Motor Duties 39 24,130, 25,047, 4,130 
P.O. (Net Re- 
eipts) 3,300 7,7( 9,900 400 5 
rown Lands 1,100 384 710 
Receipts from 
Sundry Loans’ 2,600 1,012 3,009 
Miscell. Receipts 20.000 23,018 897 &3 2 
tal Ord. Rev. 1786360 898,733 1400611) 62,324) 76,997 
SeLF*BALA 
P.O. & Brdeast 99,346 70,100 80,100 1,150, 1,300 
Total 1885706 968,833,1480711 63,474) 78,297 


Issues out of the 
Exchequer 
payments 


to meet 


Est ({ thousands) 
Expenditure mate, Aprill April 1) Week | We 
1941-42 to to ended | ends 
Jan Jan. Jan. | Jai 
18 17 18, | 17 
1941 1942 1941 | 1942 
ORDINARY 
EXPENDITURE 
Int. and Man. of 
_ Nat. Debt 2 ) 208,859 223,303 1,961 
Payments to N 
Ireland 9,20 6.229 5.899 
ther Cons. Fnd 
serv 7.80 6.77 7.155 2 
Total 272,000 221,858 236,357) 1,943 
Supply Services. 4434957 2717335 3474206 86,700) 86,000 


Total Ord. Exp. 4706957 2939193 3710563 88,663) 86,000 
SELP-BALANCIN 
P.O. & Brdcast 


99, 34¢ 70,100 80,100 1,150) 1,300 


Total 4806303 3009293 3790663) 89,813) 87,300 


After increasing Ex: hequer balances by 
£141,806 to £3,218,699, the other operations 
lor the week (no longer shown separately 
raised the National Debt by 
{9,587,006 to about £13,680 millions 


TOSS 


NET ISSUE (£ thousands 
P.O, & Telegraph : 130 
War Damage Act , a 
64s 
NET RECEIPTS (/ thousands 
Defence Loans Acts 308 
Exchange Rates.—The following rates fixed by the 


Sank of England rem; od 
Mth and Jan, "(Fig 


unchanged between Jan. 


25rd. ‘igure ets are ) 

tachange,) rd. (Figures in brackets are par of 
United States. $ (4 863 4 

J . (4 863) 4-02-03} ; mail transfers 

$-02)-033. Canada. $ (4:86}) 4-43-47: mail trans- 


acts 4-43 ‘1h. Switzerland. Francs (25 -224) 17-30-40. 
; * s\rona (18-159) 16-85-95. Argentina. Peso 
(ll 2,8 95%-17-13; mail transters 16 953-17 -15. 
mail ast and West Indies. Florin (12-11) 7-58-62; 

trausfers 7-58-64, Portugal. Escudos (1/0) 


Panama, $ 4-02-04; mail transfers 


canine’ Rates for Payment at Bank of England for 


ME Offices.—Spain. Peseta (25-22) 40 -50 (Official 
no 46 -55 (Voluntary rate). Forteey: Piastres (110) 
re, 


+ 71-28 Li 
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Finance 


FLOATING DEBT 


(£ millions) 


Ways and 


Treasury Trea- 
M rea 
Bills Advenees sury | Total 
De- | Float- 
Date Bank its| ing 
Ten- T Public of ae 7 
ap eure . by Debt 
der Depts. | Eng- Benks 
land 
1941 
jan. 18 | 845-0 Not available 
Oct. 11 | 970-0) ” , 
» 18 | 970-0) » ” 
» 25 | 975-0) 1558-9) 241-8| ... | 662-5 | 5438-2 
Nov. 1/| 975-0 | Not available 
» _8 | 975-0) ” ” 
» 15) 975-0 on ‘ 
» 22 | 975-0) ” »s 
"99 | 975 -0| 1575-0, 128-9 |'26-2| 723-0 | 3428-1 
Dec. 6 | 975-0 Not available 
» 13 | 975-0 »  » 
» 20) 975-0 *” * 
» of 2547 -0 186 -3 | 66-0 | 811-5 | 5610-8 
1942 | 
Jan. 10 | 975-0 | Not available 
» 17 |970-0| 
TREASURY BILLS 
(£ millions) 
Per 
Amount Average Cent 
Date of Rate Allotted 
of Allot- 
Teader Applied ment at 
Offered ‘ ny Allotted — Min. 
7” Rate 
194] s. d. 
Jan. 17 | 65-0/| 146-0} 65-0} 20 1:28 27 
Oct. 24 75-0 | 148-1} 75:0} 20 0-59; 38 
— 75-0 | 159-6 75-0 | 20 0-33 28 
Nov. 7 75-0 | 168-3 | 75-0 | 19 11-90 25 
» 14 | 75-0} 163-5] 75-0| 20 0-20| 27 
~ = 75-0 | 158-2 75-0 | 20 0-35 33 
» 28 | 75-01 174-6] 75-0| 20 1-93) 23 
Dec. 5 75-0 | 172-1 | 75:0] 20 1:97} 23 
» as 75-0 | 155-7 | 75-0| 20 2:06} 19 
-~ a 75-0 | 133:2 | 75-0 | 20 2:14; 40 
o..- 75-0 | 146-7 | 75-0 20 2:30] 31 
1942 
Jan. 2 75-0 | 157-8 75-0 | 20 1-85| 30 
» 9 | 75-0) 1616} 70-0| 20 2-00] 27 
iT 70-0 | 143-2 65:0! 20 1-85 28 
( January 16th applications at £99 15s. per cent 
for bills to be paid for on Tuesday, Wednesday, Thursday, 
Friday d Satur { following week were accepted 
as to about 28 per cer f the amount applied for, and 
ipplications at bigher prices in full. Applications at 
£99 15s. id. for bills to be paid for on Monday were 
cepted in full. £65 millions of Treasury bills are being 
offered on January 23rd. For the week ending January 


24th the banks will not be asked for Treasury deposits 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 23% 
BONDS SUBSCRIPTIONS 


({ thousands) 


20 ° 24% 

Week wre Yo 3 ie War 
N.S.C. Defence Savings 

ended > Bonds 
Bonds Bonds 1949-51 
Dec. 9 4,805 4,250; 10,905§ 13,191 
a ; 4,245 3,662 9,281§| 14,184 

eas 3,041 1,935 6,745§| 4,328 

-» ow . 2,740 1,678 4,026§! 3,417 
fom. Gis. 4,097 2,128 4,613§ 3,274 
Decks 4,090 2,250 7,853§| 7,220 

in aa ae ou 11,835§| 7,742 





433,974* 384,011* 467,3744§ 193,877: 


* 112 weeks. + 55 weeks. ¢t 15 weeks. 
§ Including series ‘“‘ A” £184,060,427 to date. 


Totals to date 


Interest free loans received by the Treasury up to 
Tan. 20th amounted to a total value of £43,491,870. 


Up to Dec. 31st, principal of Savings Certificates to 
the amount of £53,072,000 has been repaid. 
Market Rates.—The following rates remained un- 


changed between Jan. 17th and Jan. 23rd. 


Egypt. Piastres (97}) 978-8. India. Rupee (18d 
per rupec) 17%-18%. Singapore. Jan. 17-19, 28-284, 
Jan, 20, 2748-28%. Belgian a Francs 176}-}. 
Chinese National 2}-3$d. Bangkok. Baht. ls. 10jd. 


(sellers only). 


Special Accounts are in force for Brazil, Chile. 
Uruguay, Peru, Bolivia and Paraguay, for which no rate 
f exchange is quoted in London. 


Forward Rates.—Forward rates for one month have 
remained unchanged as follows :—United States. } cent 
pm.-par. Canada. 4 cent pm.-par. Switzerland. 3 cents 
pm.-par. Sweden. 3 ore pm.-par. Dutch East Indies. 
l¢ cents pm.-par. 


MONEY RATES, LONDON.—The following rates re- 
mained unchanged between Jan. 17th and Jan. 23rd :— 


| 
} 
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BANK OF ENGLAND 
RETURNS 


JANUARY 21, 1942 
ISSUE DEPARTMENT 


4 + 

Es | Govt. Debt 11,015,100 

Other Govt 
securities .. 

Other hecs. 

Silver Coin . 


Issued : } 
In Cireln. ... 740,688,013 

In Bankg. De | 
partment 39,553,562 | 


Notes 


767,267,406 
1,706,961 
10,533 
Amt. of Fid. 
Issue .. 780,000,000 
|Gold Coin & 
| Bullion (at 
i 


168s. per oz. 
ine) 241,575 
780,241,578 180,241,575 


BANKING DEPARTMENT 





f { 
Props.’ Capital 14,553,000 | Govt. Secs. .. 142,177,838 
Rest .... 3,357,947 | Other Secs. : 
Public Deps.* 15,022,320 Discounts & 
—— “| Advances 6,253,356 
Other Deps. : Securities. . 24,400,955 
Bankers 126,071,102 —— 
Other Accts... 538,729,909 30,654,317 
—— | Notes... 39,553,562 
179,801,011 | Gold & Silver 
Coin 348,561 
212,734,278 212,734,278 
* Including Exchequer, Savings Banks, Commis- 
ners of National Debt and Dividend Accounts 


COMPARATIVE ANALYSIS 


(£ millions 


1941 1942 
} J in J an. Jan. Jan. 
22 7 14 21 
Issue Dept. 
Notes in circulation 598-4 749-8 743-7, 740-7 
Notes in banking depart- 
ment . 31:8 30°4 46°5 39-€ 
Government debt and 
securities* . 626-4 778-3 777-3, 777-3 
Other securities 3-0 1-7 1:7 7 
Silver Coin 7 0-0 0-0 0-0 0-0 
Gold, valued at s. per 0-2 0-2 0-2 0:2 
‘ fine oz. 168 -00 168 -00 168 -00,168 -0U 
Jepostits : 
Public . 35°3 9-6 6-7; 15-0 
Bankers’ 95-1 155-7 133-8 126-1 
Others 52-5 54-8 53-4 53-7 
Total ... 182-9 220-1 193-9) 194-8 
Banking Dept. Secs 
Government 143-0 176-9 144-6 142-2 
Discount, et 3-8 6-4 6-0 6:3 
Other. . | 21-4 24-1 24-3) 24-4 
Total : 168-2 207-4 174-9) 172-9 
Banking depart. res | 32-7 30-7 36-8} 39-9 
Proportion ”’ } 17-8 13-9 19-0} 20-4 


*Government debt is £11,015,100: capital 
£14,553,000. Fiduciary issue raised from £730 millions 
to £780 millions on December 3, 1941. 


GOLD AND SILVER 
The Bank of England's official buying price for gold 
remained at 168s. Od. per fine ounce throughout the week. 
In the London silver market prices per standard ounce 
have been as follows : 


Date C — IT'wo Months 
Jar uary i5. . 234 23% 
16. : 23% 23% 
19 ; ‘ 23% 23% 
20.. bud 23% 23% 
ee 23% 23% 


Bank rate, 2% (changed from 3% October 26, 1939). 
Discount rates: Bank Bills, 60 days, 14,% ; 3 months, 
14%; 4 months, 14-14%; 6 months, 14-14%; 
Treasury Bills: 2 months, 1-14,%; 3 months, 14%. 
Day-to-day money, $-14%. Short Loans, 1-1}%. 
Bank deposit rates 4%. Discount deposit at call §% ; 
at notice 2%. 


NEW YORK EXCHANGE RATES 


New York | Jan. | Jan. | Jan. | Jan. Jan. | Jan 
on ; 15 | 16 17 19 | 20 21 
: 
Cables :— | Cents | Cents | Cents | Cents | Cents | Cents 
London ....| 4033 | 4033 | 403% | 403% | 403% | 40 


Montreal . . .|/88 -310/88 -125 88 -000/88 -180/88 -500/88 -310 

Zuricht ..../23°33 |23-33 |23-33 (23°33 (23°33 |23-33 

B. Aires .../23-75*/23 -75*|23 -75*/23 -75*|23 -75* 23 -7§* 

Bragzil...... 5-14 5-141 5-14 5-14 | 5-14! 8-14 
* Official rate 29-78. + Commercial Bills. 
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AUSTRALIAN COMMONWEALTH BANK FOR INTERNATIONAL 
BANK—Million £A’s SETTLEMENTS—AMillion Swiss gold . 
PROVINCIAL BANK CLEARINGS | francs of 0.29 grammes Shc 
Nov. | Nov. | Nov. | Nov. 
(& thousands) ei | oe Nov. | Aug. | oct, | x Bank ¢ 
ASSETS 1940 | 1941 | 1941 | 1941 30. | i se = ng Dece 
Week _ Aggregate Gold and English ster.....} 16-71) 18-96) 18-96) 19-96 ein 1940 | 1943 | 194] 1941 ims . 2 
ended from Jan. 1 to | Other coin, bullion, etc... . | 5-90] 6-48) 6-47) 5-78 | Gate ie teen 34-0] 28:3 31% = continge: 
a ar Jan. 18, | Jan. 17 Call money, London ..... 54-98) 31-04) 32 81 33°78 Cash | 50-8) 39-1] 38.9 40 12 per 
= | F040 1941 |~ 1942 | Secrts. and Treas. bills....| 92-53) 65-67) 67-12) 66-12 Sight funds -| 15-6) 16-4) 15-81 45, £148,037 
; Discounts and advances...| 30-17) 19-98 20-10 21-44 i ' bilis | 110-7] 109-4 110 al 6 hy 
Working days:—; 6 6 15 14 . t heetavene Commercial bills 30-5] 31.4 1104 Nation: 
Birmingham 2,635 | 2,607] 7,813) 8,339 : —— 61-62 73-861 74-36 74-86 Treasury bills. . . 30-5) 31-8] 31.8 
Bradford 2,292 | 2,116 6,139 | 5,363 Notes issued . . . 118 - 111] 00.114 -42115-04 | Time funds at interest 21-6) 21-0) 21-0 a4 —Net pr 
Bristol . -..| 1774 | 23078 | 4,381 | 5,200 Dapedin, ot “ P | Sundry bills and invests. ..| 226-6) 220-5 222-51 234 9 December 
Hull 753| 919] 2,060] 2,364 | meu 
eee 1,136 | 1,301] 3,610} 3,406 | rd ey aa LIABILITIES | 500-41 150-41 ane 2 oT ae 
Leicester ...... 1,021 1,024 | 2,692 2,651 | SWISS NATIONAL BANK Deposits : Annuity a : = ; a mi per $00) 
re 5 5 : rerman ‘ 16 3 3 . 
Manchester’ ...._| 1rres | apg | 32479 | 39013 Million Swiss Frs. Central Banks 43-8) 17-91 20-7] 29 | 44% 
Manchester .....| 11,764 | 12,914 | 32,479 | 33,013 3-8) 17 3 Se 
Newcastle 1,424 1,289 \ 3,991 3,843 May Oct. Nov. Nov. ( ther ty 2 28) 3 r 
Nottingham 489 481 1,443 | 1,551 Sl, | 23, | 22, 29, Gold “9 25°0) 24-2) 262 year en 
Sheffield 941} 929] 1,606$] 2,803 ASSETS 1940 | 1941 | 1941 | 1941 (69,281) 
Sduthampton .. 67 102 234 | 285 | Gold.. . . « (2168 «3/2430 -4)2604 -0'2605 -7 124000) 
' | Foreign exchange ........| 36061086 -7| 934-2! 936-7 ee - ; £24,000): 
12 Towns 30,762 | 30,802 | 80,258 | 78,962 | Discounts ete 174-3, 159-1) 95-7) 95-7 PRAGUE NATIONAL BANK forward 
— one Advances cs 143-8} 21-1) 24-5} 26-1 | . a 
Dublin®..... 6,199 | 7,583 | 14,952! 16,940 | Securities «........ 86-9! 69-9} 69-9) 69-8 Million crowns Munste 
* Jan. 11, 1941, and Jan. 10, 1942 LiaBILiTIES a rae year enc 
os From Jan. §, 1941. 7 | Notes in circulation 2245 -6/2097 -5/2136 -7/2211 -8 Nov. | Nov. | Nov. | Noy 
ae ae a Other sight liabilities 565-1! 237-6! 251-1! 250 30, 15. 23, | 30, — 
Asset 1940 | 1941 | 1941 | 196) 
BANK OF PORTUGAL Gold 1447) Lo18 1619 1h 
sens Foreign exchange 762 7S 7 
OVERSEAS BANK Million escudos Other cash 1,386] 490) 564] 43 
| Bills and securitic 40 840 840 840 
j . , at | Advances ay . 
RETURNS a | oe | eet | See Other easel 6,869 11,162, 11,316) 11393 Peat Pi 
cos ieee | 1940 | 1941 | 1941 | 194] Ret itie oo ha 
U.S. FEDERAL RESERVE BANKS oe | - ote ciate” i 
ld | 922 -4:1299 -8 1299-8 1299-8 - ircula : n ‘anal seal S oe Se forms an 
| 654°7/1502 -8 1524 -7,1521 -8 ash certificates ; carl 9° ’ 5 
Million $’s oan 1 aoe 6! 335-4 335 3 Clearing deposits : : 8 nee aoe - trol _ 
278 -4| 329-4! 329-4) 329-4 Other habilities 41 909) 1,481) 14% tain re 
Jan. Dec. Jar Jan made, fre 
12 U.S.F.R. Banks 16, 26, 8, 15, | a j | deliver at 
ccteedl ll | wena ian uleneiaheeandheies «s | NATIONAL BANK OF ROUMANIA | Control « 
due from Treasury 19,846 20,515 20,490 20,488 | Denosits: Governme 297-3) 451-2) 480-8 491-8 | Million lei of a form 
Total reserves 20,216 20,743 20,800 20,840 | Bankers 522 -1/1803 -2:1734 -3 1793-8 order. 
Total cash reserves 361 214 296 338 Others ..| 120-8) 267-1) 957-8 258-1 | i . 
Total U.S. Govt. secs 2,184 2,343 2,254 2,254 Foreign commitme 262-6! 240-2) 237-7) 2] Sept. | Sept. | Sept. | Sept p ra : 
fotal bills and secs 2,195 2,260 2,268 2,268 | p21, | 6, | 13) 2 be suspe 
Total resources .. 25,432 24,338 24,191 24,440 | sia "1940 "1941 | 1941 1941 for deli 
Nseieteane” $35 $203, S179 8,171 | RESERVE BANK OF NEW ZEALAND | Gold and goid exchange. . | 51,878) 35.698 27,3051 1720 wait ; 
Excess mr. bank res 6,900 3,060 3,390 3,560 | Million £N.Z.’s Comaneseiel blll 19/502 24,500! 247569, 24/563 Walling 
Mr. bank res. dey . 14,414 12,447 12,717 12,992 . ws See ie iene aaae: | Control. 
a eee Sool nn Bas] og Sen! ne ane . dh dk 2b ae ie 4 ~ 4,405 4,063 14,080 4,080 § several tk 
é posits 16,392 14,777 ,756 14,805 25, : 17, 24, | : chaps 5°800 6/322 6244) 618 , 
Tot ‘ fisbilities 23,432 247338 247191 24/44 ASSETS 1940 1941 1941 | 1941 Advances on secs. . $000 6,208) 20k Oe a period 
Renan watthy 91 -0% 90 -3°% 90-7% 90-7 | Gold and stg. exct 1l -£ 3 14 R85 14 25 13 85 — a eoreaatas 2sa2 4'554 554 4554 that it i: 
BANKS AND TREASURY Advances to State 26 -62 21 90 22 93 22 9 cs. and Participa | Spinners 
Peanreres - | Investments oti 2°34 5 84 3 84 i aia ent turns wh 
Monetary gold stock 22,066 22,750 22.742 22.74 | LIABILITIES a a al iia A neetegen oleate 61,541) 87,592| 87,388) 88,546 livery fo. 
Treasury & bank currency 5,092 3,244 3,246 3,252 | Bank Notes 20-58) 22-12 22 28) 22-2 | Notes in ¢ erred 13°724| 26°249| 28°312/ 27178 y 
LIABILITIES | Demand lials. : State os vue S -7 ; * Bed. ‘ b lities 2962 2,669} 1,854) 1,866 turers an 
Money in circulation 8,542 11,224 11,109 11,062 | Banks and others ; oi! 17 Ke _ tenn waar [ee ee | | ber of a 
Treasury cash and dep 2,432 3,103 2,883 2,643 | Reserve to sight liabs 26 »%,'|37 -4 99 *5%'55 *1° the aes 
yarn wil 
late thes 
. licence 1 
UNITED KINGDOM : MONTHLY STATISTICS fence 
AS Se RE ee ee anaes a against 
Monthly Average __1940 cz ees 1941 7 Teestoee 
} te i Rail eae Oct. | Nov. | De returned 
Measurement |/ 1929 | 1932 | 1938 | 1939 | 1940 | 1941 || Nov. | Dec. || May | June | July | Aug. | Sept.| Oct. | } | a 
Population mid 1939, 47,676,000; Area: 95,030 sq. miles ; TLS sq. kms.) ' i10| 106! 99 107 i 2 only be 
) Retail trade, Gt. Brit.: Food...... Avg. daily sales )) ... 78} 104 108) 121) .. 107 126 113 106 a i i the posit 
2. co Other merchandise .... in 1937=100 wn 7 a fe oe ws iH 1] 106, 101 98 99° 103 203 “tas be — 
3. te vidas 2 5s 5 ese jel 199 los too 
goers. Teo | HB aes Ney ae gS) Sy ela | ens 
Jnited Kingdom (4@).......... " 276) 2, 1035)... 6 "5 2 40) 
:. 7 ee ca adihend * 118, 306) 226, 239, 214) «= 59) 158) 127 61 46 43 45) $8 . + thet furt 
yo S Erand's agian ().0000 sees es eos eee ee Wo lees 
S.W. E BUR ccc . “4 7 3} 16) 7| ! 13 ) 
9.” Midlands & N. Midlands (d) (c): . i a a a” ee 23 20118 15 M omen 
eee SS ere ° r | 53] 50 48 44) 40! er (S 
ll. ,, N.W. England (e) ............ » 285) 562 a =e a A = mo os fs 26, 21 24 22| 4 19 comes i 
12. “ Northern.....+++..+++++++0+- ° 56} °378} 253} 217) 125] 51 98} 91) 60) 51) $0) 45) 40) _ a © tends ex 
es : 116} 228; 164) 127/89, 41/487) 46] 37) «36 33) — 8 8G lighters, 
15. _;, Northern Ireland............. i 36, 68} 91; 76) =75|_—. am Hy oe ee dover 
16. Industr. disputes. No. days lost... . | . 676, $41; 110), 107), 78). 48} 50 | | | ace atauin (Soo 
S See | | ed od es es ed ee eel meg ns tig med dt | ee 
18. Other foods.............00cc0cees | : || 100] 72-8 68-4) 76-4 95- 0} 98-8) 99. Fee a ee ey eS) loa] 101-4 a tin oth 
100} 53-4) 58-6) 63-8 93-0] 100-7 94-4) 96-0)) 99-8 | 102-3} 102-9) 101- a 136-7 
= _——. ERR Met ere pestassaeerons , 100| 76-3) 97-4) 100-0, 125-0, 135-7) 133-9, 133-9|| 135-6| 135-6) 135-4} 135-1 135-1 135 °8 ie a4 future b 
. Shidcines.......... 5 100! 67-8! 77-8 80-3 104-3} 114-4'| 108-3) 109-] 115 5 115-2} 114 -4/ 1 | goods t 
. » inci. eniscellancous... ... . eee ” | | | | , . | +1) 105-9 requi . 
Pood, ees 100} 81-8} 90-1, 92-4! 107-2) 108-7)! 112-3) 111 4] 110-4; 108 -4| 108-4| 107 8 107 y 207 «1 107 W 3 jn ~_ 
8. Rte ae ele iaa ° | 100] 87-8) 95-2) 96-4) 113-1) 121-4) 118-9) 119-6 122-0 121 “3 121-5 131 5 ay) 8 ea et a | 
ial secur ities, Fin. jews... .1,1935=100 || 102-0] 64-0) 85-6] 78-1) 68-2) 74-3! 70-3) 70- ‘ | 33.51 132-0 ip 
4 |p eo 96-8) 113-6 127-6 116 -8| 122-8) 129-6) 124-3) 125-9| 129-2| 129 2 129-8 130-1) 130-8 1319 32'3,3005 | contath | 
26. Govt. Revenue, cumulative (/) Mill. {’s || 815-0! 827 -0/1006 -2/1132-2/1495-3) ... || 713-2| 818-5|| 224-7) 343-7 460-1} 651-91 786-1) 916 “311070 olaeT3.1 7 tote 
re Reh. Al | 829-5| 859-3/1018 -9/1408 -2/3970-7| ... || 2376 -4|2774-2 728 -5|1098 -8|2416 ‘9 872 -9}2984 -5)2615 65089 S10 on 
28. Bank of Eng. : Notes in circ. (¢).. || 362-3, 258-5 487-4 509-9) 566) 651-3) 595-4) 608-2]| 628-7) 637-3) 650-7| 666-1) 69-4) 685-8) 705-2) Tht ol or 
29. enteen? de tise || 62-9, 81-3) 103-8) 102-8) 110) 121-1!) 114-0) 121-7|| 109-1) 119-9) £8 -L) 308 4 18S 32 5 tea ine cations { 
30. ~ Gov. sec Biking Dept.(g)..... “‘ 55-9) 64-0) 103-2) 107-0; 143) 142-8!) 138-6] 159-3) 116-1) 132-5) | lighters 
" Clearing Banks : inne. . ee aa | 2.991] 2.9971 6} 2,702). | 
a ccasccaces ; 1,738) 1,791| 2,277 ao 2,484)... || 2,702) 2,800|| 2,824) 2,946) 2,991) 2,997) 3,115) 5,176) 2,707) ~~ ohe-tent 
Sp cect wie | a a | a ae aa) Sy ie Sag | mal 
3M. 2 Trossury Deposit Reccipts «..-. : “ion! “iaal “nel “ert “bul | BE Sel M6 SH) Mea] Bae) BT ap, ca 
3 a. ................ . 991; 844 “976 991] 944) |. 923} 906| 873) 859) oss SS SS 
Be essen seroeseeo>sonse . 257, 348 637' 608) 659 ... 743, 771) 848) 880) | ls 13 such g¢ 
D> gp MMPERMNEIES. 20000000 sccccecee ” 08) = ; 3 3 9 2 2 2 2 | » tai 
37. Interest Rates: Bank rate........ Per cent 5-498) 3-008 2 2:24 2 2. 1-03; 1-03 1-03| 1-03) 1-03; 1-03) 1 ners. 
38. ,, Thr ths’ bank bills 5-26) 1-87, 0-62) 1-18) 1-04) 1-05) 1-03) 1-03) 1-03) 1-03, 1-03) 1-08) 2-05 2-08) 2.08) Oo fluorspa 
= aie ..:........ 7 4-47, 1-61| 0-50, 0-87| 0-76 0-75| 0-75! 0-75| 0-75 0-75 | 3-03] 3-03) 3-03! 35:02 
39. ,, Day to day loans.............. © “St : ‘ ; 3.18, 3-07, 3-08] 3-08} 3-03] 3-03| 3: for all ¢ 
40. . Yield on 23° OS Se ” 4-61) 3-75' 3-39 3 76)_ 3-40. 40 5-12! 3°50 50_5-24i|_3 4 ene onan @) From E 
rn r . . dopted in September, 1937. ; Xpor 
: tember-December not comparable owing to revised method of counting adop 939, Grimsby 
— 1940, i ie any — 5 - South astern divisions. (c) ested Southern division before January, 1940. nm ee tod ix’ North i . ruary Is 
od Lincoln included in North Midlands insteed of N.E- England. (¢) From December, 1941, High Peak Parliamentary Division of Derbyshire included in I oa of Nove 
instad of North-Western England. (f) Ordinary and f-balancing revenue and expenditure. Annual figures are totals for finan year, é ) 


Moehly figures are cumulative. (g) Averagé of weekly figures. (hk) Annual figures for 1929 and 1932 do not include District Bank. 
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(Continued from page 128 


Shorter Comments 


Bank of Ireland.—Net profit year end- 
ing December 31st £323,680 (£338,666), 
contingency reserve {100,000 (same), div. 
12 per cent. (same), carry forward 
£148,037 (£145,037). 

National Bank (London and Dublin). 
_Net profit after tax for half-year ending 


December 31st £86,739 (485,696). _Con- 
ingency reserve £10,000 (same), div. 10 
ser cent. (same), carry forward {£42,465 
£42,890). 


Provincial Bank of Ireland.—Net profit 
year ending December 31st £56,835 
{69,281), contingency reserve {£20,000 
(24,000), div. If per cent. (10), carry 
forward £41,201 (£40,138). 

Munster and Leinster Bank.—Net profit 
year ending December 31st, £106,788 
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£118,175), contungency reserve {£22,500 
£25,000), div. 24.4 per cent. (20.9) free 


of Irish tax, carry forward £36,858 
(£40,070). 
Radio Rentals.—This company has 


completed negotiations for the purchase of 
the entire share capital of Rentertain- 
ments. 

Canadian Pacific Railway ($000.).— 
Gross earnings in week ended January 
14th $3,609 ($3,305), agg. gross earnings 
January Ist-14th $7,375 ($6,445). 

Bengal-Nagpur Railway.—Gross_ earn- 
ings to March 31st, 1,200 lakhs (1,093), 
net 509 lakhs (391). Company’s share of 
profits 13 lakhs (5), less 9 lakhs put to 
contingent Indian tax reserve. Div. 4 per 
cent (same). 

Brazilian Traction and Power Co. 
(U.S.$000s).—Gross earnings in November 
$3,682 ($3,314), met earnings $2,013 
$1,700).  Agg. met earnings Jan.-Nov. 
$21,050 ($17,421). 
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BA Pacific Railway Co.—An interim pay- 
ment on the 44 per cent. cons. deb. stock 
equal to six months’ arrears up to 
January 1, 1937, is announced. A pay- 
ment of £136,300 by the above company 
to the Argentine GW Railway will en- 
able the latter to pay off six months’ 
arrears to April I, 1937. 

National City Bank of New York 
tp000s).—Total resources on Dec. 31st 
$3,082,860 ($3,095,466). Cash $985,161 
$1,364,825), Govt. Secs. $1,137,544 
($860,974), loans and discounts $618,811 
$544,312). Deposits $2,878,821 
($2,908,438), surplus $77,500 ($64,500), 
undivided profits $17,891 ($15,776). 


Standard Oil of California.—Third quar- 


ter’s operating income $18,281,909 
($10,662,154), “total income $19,457,525 
($11,525,490). Deprn. $4,955,675 


($4,730,649), tax $2,436,000 ($300,000), 
net profit $11,843,132 ($6,360,675), equal 
to QI cts. (49) per share. 





COMMODITY AND 


Form Filling Reduced.—One of Mr 
Frank Platt’s first tasks as Cotton Con- 
troller has been to examine the question ol 
forms and licences issued from the Con- 
trol office. He has decided to abolish cer- 
tain returns. Arrangements are being 
made, from February 2nd, for licences to 
deliver and use yarn to be issued by the 
Control once a week on one form instead 
of a form being issued for each individual 
order. From the same date the form 
giving spinners’ weekly sales of yarn will 
be suspended. It wili soon be possible 
for deliveries of yarn against single 
small orders to be made without 
waiting for the approval of the 
Control. Small weights multiplied by 
several thousands make a serious total in 
a period of shortage, and it is regretted 
that it is impossible to ignore them yet. 
Spinners will therefore have to make re- 
turns which will cover a full week’s de- 
livery for this type of yarn. Manufac- 
turers and others who would issue a num- 
ber of approval certificates which lead to 
the issue of a licence to deliver or use 
yarn will soon be permitted to accumu- 
late these forms and apply for a single 
licence to cover them all. It is also 
hoped that shuttle books (deliveries of yarn: 
against Government contracts) will be 
completed up, to January 31st next and 
returned for the last time to the Control. 
For the time being this elimination will 
only be applied to the spinning section; 
the position of the doubling section will 
be reviewed later. Considerable satisfac- 
tion has been expressed in trade circles at 
the decisions reached and it is probable 
that further action will be taken to re- 
duce the number of forms to be filled in. 


Export Licensing——A Board of Trade 
Order (S.R. and O. 1942, No. 36) which 
comes into force on February 3rd ex- 
tends export control to cover mechanical 
lighters, vegetable adhesives, asbestine, 
felspar and talc (including steatite and 
Soapstone), iron dust cores, barium 
minerals (barytes and witherite) and cer- 
tam other chemicals. Licences will in 
future be required to export any of these 
goods to all destinations. The existing 
tequirements for the export of toys are 
Superseded by the provision that licences 
as future be required where the toys 
con more than 10 per cent by weight 
of metal and yarns, wholly or partly of 
wool or animal hair, respectively. Appli- 
cations for licences to export mechanical 
lighters and toys containing more than 
one-tenth by weight of metal will not 
normally be granted. The control over 
‘aps, capsules and sprinkler tops (wholly 
ot mainly of metal) is extended to cover 
such goods when fitted to unfilled con- 
lainers. The export of gum damar and 
uorspar will in future require licences 
for all destinations. 

re APOrt of Woollen Tissues.—From Feb- 
ary Ist the Open General Export Licence 
% November 21, 1941, which permitted ex- 


portation of woollen tssues to certain 
specified destinations without specific 
licence, is to be revoked. From then, ex- 
port licences will be required to export 
woollen tissues to any overseas country. 
The Board of Trade has appointed a 
committee to advise the Board on matters 
arising out of this scheme of export 
licensing. The committee has eleven mem- 
bers: Mr. R. G. Bailey is chairman and 
Mr Herbert Hey, J.P., vice-chairman. Mr 
D. G. Price will act as secretary of the 
committee. 

Office Machinery.—The Board of Trade 
have made a Supply of Office Machinery 
Restriction) Order (S.R. and O. 1942, No. 
29) to cover dictating, accounting, adding, 
calculating and punched-card machines, 
whether new, reconditioned or second-hand. 
From January 21st, therefore, no person 
may supply or acquire any such machinery, 
without permission. Persons wishing to 
acquire office machinery of the above kinds 
for their own use should submit their re- 
quirements to their suppliers. The suppliers 
will notify the Directorate of Office Machin- 
ery of these requirements, and the Director- 
ate will then authorise the release of 
machines, in approved cases, as far as 
supplies will allow. Persons wishing to 
acquire used machines either for immediate 
resale or for reconditioning and resale may 
apply to the Directorate for a general 
licence authorising them to acquire such 
machines. The Directorate will not nor- 
mally be prepared to issue licences to 
persons who were not regularly engaged 
in buying and selling machines of this 
kind before September 1, 1939, and who 
are not in possession of adequate facili- 
ties for reconditioning and servicing. The 
approval of the Directorate of Office 
Machinery will be required before any 
machines so acquired are disposed of or 
before any machines of the above-men- 
tioned kinds are broken up. 


Coffee Purchases.—During the next few 
months the Ministry of Food will be im- 
porting 6,000 tons of East African and 
3,000 tons of Indian higher quality coffees. 
The first arrivals are expected about March 
or April, and it is hoped that they will 
be supplemented by small shipments 
from Aden and Jamaica. These imports 
represent just over seven months’ consump- 
tion of coffee at the estimated pre-war 
rate, but the Ministry announces that the 
9,000 tons covers only part of its buying 
programme. Allocations will be made to 
the trade in accordance with the scheme 
described on page 762 of The Economist 
of December 20, 1941. Prices will be 
adjusted in relation to quality. Coffee 
will be divided into three qualities, X, Y 
and Z—Z being the lowest. All registered 
dealers must keep their regular customers 
supplied to the full proportionate extent 
of the Ministry’s allocations. 


Utility Corsets.—Maximum margins and 
prices for corsets and brassiéres of general 
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utility have been approved by the Board 
of Trade, on similar lines as for other types 
of utility clothing. Manufacturers’ over- 
riding maxima vary from 2s. 6d. to 13s. 6d. 
for each corset or suspender belt, and from 
Is. 11d. to §s. 9d. for brassiéres. For whole- 
salers, the maxima are from 3s. to 16s. 2d. 
and 2s. to 6s. 11d. Retail prices range 
from 4s. 6d. to 24s. 2d. for suspender belts 
and corsets, and from 3s. to ros. 4d. for 
brassiéres. 

Canned Fruit and Vegetables —Two 
new Orders have been made, amending the 
maximum prices of certain kinds of canned 
fruit and vegetables, consolidating the re- 
gulations dealing with the canning, 
bottling and freezing of these foods, re- 
vising the minimum filled weights and in- 
corporating the canning and _ weight 
schedules. No changes have been made 
in the regulations requiring the licensing 
of manufacturers, but after April 1st the 
canning of fruit and vegetables not speci- 
fied in the schedules is prohibited. The 
Orders came into force on January rogth. 


‘“* THE ECONOMIST ” SENSITIVE 
PRICE INDEX 


(1935= 100) 
Jan. | Jan. | Jam. Jan. | Jan. 
21 


15, 16, 19, 20, 2 
1942 | 1942 | 1942 1942 1942 


Crops 116.0 | 116.4 | 116.3] 116.4] 116.3 
Raw materials | 171.0 | 171.0 | 171.0 | 171.0 | 171.0 
Complete Index -| 140.9 | 141.1 | 141.0 | 141.1 | 141.0 











Mar. | Aug. | Jan. “Dec. Jan. 
| 3l, 31, 21, 22, 14, 
| 1937*| 1939 | 1941 ' 1941 | 1942 





as fecal ceieneseseeenn tl eensietsoumaesl eeneaemmete 
Crops ........ ...| 147.9 | 92.2 | 104.3 | 115.5 | 116.0 
Raw materials. ... | 207.3 | 122.9 | 166.8 | 171.0 | 171.0 
Complete Index ....| 175.1 | 106.4 | 132.0 | 140.6 | 140.9 


* Highest level reached during 1932-37 recovery 


AVERAGE DAILY VALUE OF RETAIL SALES 
AND OF STOCKS IN GREAT BRITAIN 
COMPARED WITH THE YEAR BEFORE. 


Daily Average | Stks 
Sales at 
cost) 

1941 end 


Sept. | Oct. | Nov. Nov 
(a) By Commodities 
Non-food Merchandise :— | | 


la + 9-0|\—16 q —~ 0:2+22 





“4 
Women’s Wear .......... |— 16 -3}—30-8|— 9-4/+48-9 
Men’s and Boys’ Wear — 24 -2)— 40 -0) 4-5+27-9 
Boots and Shoes ........ —13-6}—31-7/— 5-7+29-8 
Furnishing Departments .. |+ 5-0/— 7-9|+20-0 3-2 
Hardware ......... — 5-1|— 8-0\— 3-0424-0 
Fancy Departments 77 2-0l+ 5-7+23-4 
Sports and Travel — 5O0/— 8-l— 1-1—25-0 
Miscellaneous 39+ 2-3+ 55—23-3 
Total :— j 
Non-food Merchandise _. 8-2|\—23-5-— 2:3+26-9 
ree ane Centnaites -. — 08/+ 0-2 04— 7-2 
otal :— 
All Departments .. 4-2-1241 1-2421-9 
(b) By Districts 
Scotland we aed 8 -2/—16 -9 0-2,+14-4 
North-East ....... oe - 7-9—14-0— 2-6+27-8 
DOSUIIIN sac ec cccees —- 6:5 ~—15-1— 3:0+27-8 
Midland and S. Wales .... |— 7:2\—15-1— 2-7+28-3 
South England ......... — 3:2'—-13-:1— 7:2+28-2 


Central and 


London +44-9+18-24+21-64 g- 
Suburban London .. ~ 22— 41+ 76+ 1-5 


West - End 


o 


source ; Board of Trade Journal, 
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COMPANY RESULTS Py 1, 1942 to January 21, 1942) — 
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Net Available Appropriation Preceding Year 
Year Total Deprecia-| Profit for aa - ——— — | ee, 
Company Ending Profit og et. | after Deb. | Distribu- Pp + or = , 
Interest tion rel, Ord Rate | To Free = Total Net Ord, 
Div. Div. Reserves Carry Profit Profit Div, 
Forward , 
Breweries, &c. é i j f j { j f d { 
obbold & Co Sept. 30 65,549 i 42.423 50,854 14,000 15,031 | 184 12,000 1,392 62 26,902 i 
ish (J A) & Co Sept. 30 154,771 11,595 29,640 60,453 2,687 15,75¢ 14 14,708 3,505 144,689 4.270 is 
Leney (Frederick) & Sons . Sept. 30 146,518 21,932 40,351 91,558 3,938 25,000 34 10,000 1,415 121,129 38,314 | 33 
Electric Lighting and Power 7 
Nigerian Electricity Supply Feb. 28 131,04€ 22,508 29,451 53,825 29,43 8 21 86,14 4478 XN 
Financial, Land, &c. 
Dalgety & Co ... June 30 | 1,162,520 ‘ 142,915 264,769 25,000 105,000 j +- 12,91 1,109,871 127,682 7 
Delagoa Bay De velopment : June 30 55,787 . 9.034 25,890 3,525 8,022 6 2.513 44,459 14,442 4 
Laycock Holdings Limited Dec. 31 13,081 as 13,081 12,246 oe 11,667 10 1,414 15,295 15,295 | 10 
Mulliners (Holdings) 7 Dec. 31 43,601 20,546 22,214 9,712 7,500 20 3,334 12,754 6,412 10 
N. Zealand & River Plate Land..... | Oct. 31 86,404 ae 35.692 61,233 28.000 4 7,000 4 692 83,707 34,778 4 
Transvaal & Delagoa Bay Invest Aug. 31 163,820 16,539 106,812 383,025 90,187 | 32$(a); 15,000 | + 1,625 156,288 120,438 | 34a 
Hotels, Restaurants, &c. 
Jones (R. E Oct. 31 23,703 15,000 |Dr. 3,005 10,088 3,005 23,920 2,030 | Ni 
Motor, Aviation, &c. . 
Albion Motors . . Dec. 31 124,798 ; 121,498 177,018 8.032 62,175 123 ),000 1,291 176,061 109,561 1% 
Bluemel Bros Sept 30 31,589 9,747 13,410 16,398 4,200 9,000 ] 210 26,167 14,463 10. 
Enfield Cycle .... Aug. 31 67,462 28,625 4,111 23,025 1,878 8,437 4 6,204 50,4( 16,139 : 
Fairey Aviation Sept. 30 175,711 175,173 224,51¢€ ‘ 82,220 87 100,000 7,047 201,35¢ 209,880 Hy 
oil 0 
Apex (Trinidad) Oilfields Sept. 30 986,329 235,112 196,217 327,29 165,000 30 3 ) 1,217 605,201 200,179 | 3% 
Rubber 
Braunston (Malay) Sept. 30 13,951 339 5,557 1,72 6,338 1h 781 14,913 6,482 i 
British Rubber Estates of Java June 350 102,859 4,685 36,339 55,523 35,949 5 39 74,134 21,883 3 
a (Selangor) .... June 30 52,591 “ 14,035 28,285 5,283 ) 4,500 4,252 55,511 15 706 4 
Ledang Bahru ..... July 31 53,798 2,500 33, 15¢€ 38,799 31,000 10 2,15¢€ 45,398 22,693 % 
OS era July 31 30,908 70( 5,544 7,024 2,146 4 1,398 37,1 9,043 | 12) 
Shipping 
Houlder Line .. Dec. 31 101,261 35,368 33,981 73,579 12,375 20,625 ih 981 206, 90€ 48,281 lh 
Telegraphs and Telephones ’ 
Amazon Telegraph ... June 30 26,413 Dr. 1,245 2,463 1,245 28,650 2773 of 
Textiles 
\malgamated Cotton Mills Trust Aug. 30 294,794 51,75¢€ 42, 15¢ 101,860 1,417 16,732 84 5,993 414,538 138,941 } 
Hall (Ben) & Son ..... . _ Nov. 30 63,164 iia 15,264 19,911 14,00 , ] 236 71,560 16,244 | 20 
Hart & Levy Oct. 31 70,531 9,633 13,67¢ 20,984 | (b) 10,8 2,87¢ 69,04 19,728 | Nil 
Nov. 30 55,890 : 54,39 95,932 40,1 12,500 1,690 67,49 67,495 | § 
& Ce Aug. 31 131,287 44,800 29,581 1,428 29,581 130,473 788 | Nil 
ton Corporation Oct. 31 713,752 216,989 402,988 606,012 68,417 125,666 i¢ OO 8,905 631,595 297,820 1h 
Re berts (J. F.&H Nov. 30 42,926 in 41,42¢ 74,391 1,250 12 17é 45,337 41,837 | 12 
Tramway and Omnibus 
Cape Electric Tramways June 30 34,146 10,000 4,145 74,58 24,561 +1¢ 26,911 26,911 
National Omnibus and Transport Dec. 31 163,62 90,000 121,958 l 68,75 \ 489 1,739 182.2 116,636 1 
Trusts 
Ashdown Investment Nov. 30 42,138 : 21,293 34,616 4 4,547 42,989 24,922 om 
Cardinal Investment. ; Dec. 31 18,243 8,928 13,963 4, 5€ f j 21,032 9,507 - 
Great Northern Investment Nov. 30 159,523 45,657 109,079 23,062 2,220 161,039 58,351 . 
Rio Claro Investment Nov. 30 | 158,604 59,684 156,692 31,180 € 1,481 163,634 69,381 64 
River Plate and General Investment. . Dec. 31 | 58,556 41,780 94,45] 12,37 l ? 95 9.823 42,226 l 
Scottish Stockholders Investment Nov. 30 50,475 23,594 35,249 24,956 1,362 47,97 21,395 | N 
Second Scottish Eastern Invest Nov. 30 78,125 23,735 54,822 11,¢ 844 4, 25€ 78,323 25,611 | 
Third Scottish Northern ‘Dec. 15 45,549 18,533 32,768 Ls ] li 1,983 46,052 13,402 ly 
Other Companies 
Birfield Industries Nov. 30 70,690 59,490 90,028 30,47¢€ 16,562 12} 12,452 81,740 70,440 | 12) 
Bowaters and Lloyds Sales Sept. 30 92,451 84,302 118,871 2 ( 67,50 224 3,198 95,564 iC 6,721 2 
Bowater’s Mersey Paper Sept. 30 115,299 50,000 29,539 70,636 27,500 2,039 ll¢ $8,325 | Nil 
Bowater’s Paper Mills Sept. 30 | 196,870 35,000 67,227 109,969 : 65,000 2,227 202,604 123,946 il 
Cement Limited (Dubli: Sept. 30 179,036 48,487 34,335 39,467 8,45( 20, 8 x 5,085 138,585 32,546 8 
Dussek Brothers & Co Oct. 31 | 72,742 | 4,430 | 15,219 31,240 3,652 12,512 li 945 76,70€ 18,701 | 14 
Henekeys Limited Oct. 31 | 76,747 4,688 26,553 36,999 8,500 10,800 j 7 253 66,511 40,509 | 15-52 
Liebig’s Extract of Meat Aug. 31 | 317,697 : 215,323 406,650 0,000 160,000 5,323 247,492 232,192 | 10t 
Lindley (C.) & Co. Sept. 30 107,473 5,937 9,903 33,903 1,527 6, 086 25 10,( 7,71 87,406 15,588 | 25 
Lloyd (Edward)... Sept. 30 310,842 | 157,269 163,573 311,888 l ft) 13,573 5,43 189,870 | Nil 
Millar (A.) & Co | Oct. 31 5,271 : 5,271 12,029 1,938 3,229 ) 104 5,012 4 
Nairn (Michael) & Greenwi | Dec. 31 150,746 ; 146,919 209,492 145,064 124 1,855 186,773 | 14 
Neill (Wm.) & Son ... Mar. 31 73,915 6 605 7,762 12,778 6,484 | 2 ; 1,278 21,757 | 208 
Radio Rentals . | Aug. 31 | 159,609 | 5,732 8,542 34,475 2,819 5,000 10 123 25,560} I 
Rio de Janeiro Flour | Sept.30 | 136,848 see 55,519 108,814 54,593 8 126 64,927 8 
Stuttaford & Cx | Aug. 31 62,061 48,420 85,927 12,¢ 36,000 | 9 180 46,865! 9 
Turner & Newall | Sept. 30 | 2,545,721 | 188,908 496,472 567,987 50,549 352,249 124 l 6,326 || 2 657,941} 15 
United Tobacco Cos. (South | Sept. 30 1,072,998 ’ 1,037,998 | 1,490,803 56,500 989,998 64 8,500 ] 1,088,336 | 37 
Venesta Limited . June 30 344,194 19,824 198,791 274,082 28,000 43,942 10 120,000 + 6,849 1345,468 | Nil 
Wolverhampton Die Casting sa 30 | 26,146 8,384 15,514 23,898 3,420 | 6,25 124 ‘ 5,844 551 | Nil 
Totals (£000's) : 9. of Cos.| 
Jan. 1] to Jan. 21, 1942 60 | 11,713 1,273 4,788 7,716 660 3,094 944 | 90 11,404 1,754 
+ Free of Income Tax ia) Free 6f South African Ordinary Income Tax b) Tw ears’ dividend Excludes £100,000 transferred to Stock Reserve Account 
“ ‘ 
BRITISH WHOLESALE PRICES 
Jan. 13, Jan. 20, Jan. 13 jan. 20, | Jan. 13, Jan a 
1942 1942 194 1942 1942 1942 
CEREALS TEXTILES TEXTILES —continued 
GRAIN, etc. COTTON (per ib.) nla a seas ld il 5. é 
Wheat s. d. s. d Cloth, 32 in. Printers, 116 yards, Ss. 1 ce ee 1 Hessians (Fet 42 ; 4% 3 
No. 1 N.Mt. 496 Ib. f.0.b. St. J. sh 3S & 16 x 16, 32's & 50's 28 6 28 9 14h” 310 #5 
Eng. Gaz. av. per cwt. (e) . 15 1 a5 5 36 in. Shirtings, 75 yards a . 
Barley Eng. Gaz., av. per cwt. (¢) 34 11 35 6 | 19 x 19, 32's & 40's 40 9 41 0 
Oats (ce) ,, = = ; 14 7 1469 | 38 in. ditto, 38 yards s. d a 
18 x 16, 10 lb 1s 2 15s 4 MISCELLANEOUS 
OTHER FOODS j 39 in. ditto, 37% vards | HIDES per It - 
POTATOES (per cwt.)-— 16 x 15, 8} Ib. .. 14 2 14 4 | Wet Salted Australian, Queensla: os 
English { 5 3b 3 | sUrE (per ton) — 40/50 Ib. 0 Th sting 
7 8 Ss Daisie 2/3 c.i.f. Dundee 32/10/0 35/0/0 | SHELLAC (per ton)—TN Orange me wd 
SUGAR (per cwt.)— s. d. s. d. | WEGETABLE OILS (per ton net)- a" 
Rerinep Loxpox Common 8 Ib cops. (per spindle 4114 4 1lt Oil Cakes, Linseed, Indian 7/7/6 ute 
. 7 6 47 6 104/40 Hessians, per yd. .. 06-50 06-50 Oil Seeds, Linseed 
West India Crystallised 50 10 50 10 8 340 Hessians, car od 05-00 O 5-00 Calcutta .. 20/13/9 20/159 





The last complete table of prices appeared in The Sow ymist of Dec. 15, 1941 In future only those prices which have cheng -" will be recor ‘ded ‘fortnight! but the complete 


table will be given at regular intervals * Price at which Ministry of Supply supplies consumers, delivered works. (e) Average for weeks ended Jan. 10 and Jan. 1. 
Jan. Jan. Jan Jan jan. Jan 
13, 20, 13, 20, 5, 2, 
1942 1942 1942 1942 1942 18 
Cents Cents Cents Cents Cents Cent 
GRAINS | bushel )— | MISCELLANEOUS (per |b MISCELLANEOUS (per Ib )-—conl a 1048 
Wheat, Chicago, May . 1303 130} Cocoa, N.Y., Accra, Jan. 8-49 8 -52 Lard, Chicago, Jan. . 10:70 104 
Winnipeg, May ... 794 79% Coffee, N.Y., cash-- Rubber, N.Y., smkd. sheet spot 244 a 
Maize, Chicago, May. . sat 834 | Rio, No. Wo ate: sta 9 4 ; 7 343 4 
Oats, Chicago, May. . 58 5 Cotton, N.Y., Am. mid., spot 19 -61 19 -84 ‘ » Feb.-M ee 
Rye, Chicago, May . 84 84 » Am. mid., Feb. . 17 -99 18 -23 Moody’s Index of ak cou nie 
Barley, Winnipeg, May . o. 6lg 623 » Oil, N.Y., Mar. 13-76 13-92 | modities, Dec. 31, 1931—100... 221-9 


aod 
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